\ 
j 
| i 


Title 


Title 


Book 


Cu 
ME 
Titles 


Titles 


Titles 


B 
Tit 
Boc 

P 

Titl 
Boo 

W 

Titl 

Cs 
FI 

T 
‘ Ri 

Bi 

Titl 

| 

a 

ed 

j 


BOOK REVIEWS AND TITLES OF NEW BOOKS 
Economic Theory; General Works 


Book Reviews: 
Ropinson, An Essay on Marxian Economics, by L. Rogin 
Prerson, Full Employment, by A. R. Sweezy 
Cost Behavior and Price Policy, by H. B. Arthur 
Dempsey, Interest and Usury, by J. Solterer 
Arxins, 4 Dimensional National Economy, by E. Rolph 
Curtt, The Growth of American Thought, by J. D. Magee 
Roépxe, Die Lehre von der Wirtschaft, by F. A. Lutz 

Titles of New Books 


Economic History 


Book Reviews: 
TREVELYAN, English Social History: A Survey of Six Centuries, by W. H. 
Hamilton 
Cote, French Mercantilism, 1683-1700, by P. W. Buck 
PAINTER, Studies in the History of the English Feudal Barony, by W. B. Willcox .. 
Titles of New Books 


National Economies 


Book Review: 
Wotrr, Economie et finances de la France: passé et avenir, by E. L. Dulles .... 
Titles of New Books 


Economic Systems; Post-War Planning 


Book Reviews: 

Lasx1, Reflections on the Revolution of Our Time, by J. A. Schumpeter 

Carr, Conditions of Peace 

FLamM, An Economic Program for a Living Democracy, by G. Soule 

The Transition from War to Peace Economy: Report of the Delegation on Economic 

Depressions, by B. W. Lewis 

ROPKE, Die Gesellschaftskrisis der Gegenwart, by K. Pribram 

BALDWIN, Economic Planning: Its Aims and Implications, by M. L. Hoch .... 
Titles of New Books 


Statistics; Economic Mathematics; Accounting 
Titles of New Books 


Titles of New Books 


Public Finance; Fiscal Policy; Taxation 
Book Reviews: 
SHOuP, FRIEDMAN and Mack, Taxing to Prevent Inflation: Techniques for Esti- 
mating Revenue Requirements, by W. Fellner 
Curran, Excess Profits Taxation, by R. 8B. Tower 
MERING, The Shifting and Incidence of Taxation, by F. K. Mann 
Titles of New Books 


Money and Banking; Short-Term Credit 
Titles of New Books 


International Trade, Finance and Economic Policy 
Titles of New Books 


140 
153 
156 
194 
161 
164 
167 
169 
170 
172 
195 
197 
Business Cycles and Fluctuations 
173 
176 
177 
199 


Business Finance; Insurance; Investments; Securities Markets 


Public Control of Business; Public Administration; 
National Defense and War 


Book Review: 
Readings in the Social Control of Business, by J. D. Sumner .................45- 180 


Industrial Organization; Price and Production Policies; Business Methods 


Mining; Manufacturing; Construction 
Transportation; Communication; Public Utilities 


Economic Geography; Regional Planning; Urban Land; Housing 


Labor and Industrial Relations 


Book Reviews: 
KALTENBORN, Governmental Adjustment of Labor Disputes, by G. S. Watkins 181 


Lomparpl, Labor’s Voice in the Cabinet, by D. V. Brown .................45- 183 
LinpseEy, The Pullman Strike: The Story of a Unique Experiment and of a Great 


Social Insurance; Relief; Pensions; Public Welfare 


Book Reviews: 


Cassipy, Social Security and Reconstruction in Canada, by P. Webbink ........ 186 
BeverinceE, The Pillars of Security and Other War-Time Essays and Addresses, 


Consumption; Income Distribution; Codperation 


Book Reviews: 
Lanois, A Coéperative Economy—A Study of Democratic Economic Movements, 


Food_and Planning, by J. Hilton, Je. i92 


Population; Migration; Vital Statistics 


| 
| Marketing; Domestic Trade : 
| 
a 
<3 
| 
| Agriculture; Forestry; Fisheries 
| 
4 
= 
Unclassified Items 


102 


104 


04 


105 


06 


07 


09 


11 


Number 45 of a series of photographs of past presidents of the Association. 


102 

ds 

04 

= 

| 

31 

183 

107 

3 

= 

On 4 

10 

10 


i 
* “a \ 
A 
Lu 
3 q 
tis 
f 
f 
oO! 
i x 
Or 
€ 
12) H 
iT¢ 
fo 
Wi 
| tu 
a ‘ 
| 


The American Economic Review 


VOLUME XXXIV MARCH, 1944 NUMBER ONE 


ECONOMY AND DEMOCRACY* 
By A. B. 


It is fitting especially at this juncture, for the American Economic 
Association, the American Political Science Association, and the Amer- 
ican Society for Public Administration to meet together. The time has 
long since passed when problems of economics and government could 
be treated in splendid isolation. Every phase of our economy is affected 
by legislation and administration, and practically every governmental 
function has its economic implications. Economists and political scien- 
tists have in common highly important scientific interests and public 
responsibilities. 

We have chosen liberty, security, and democracy as fundamental 
values in our way of life. Ever since the Great Charter was wrung 
from the reluctant King John, we have been endeavoring, bit by bit, 
often with failures and retrogressions, and not always with clear under- 
standing of what we were trying to do, to realize these ideals. During 
most of the time from Runnymede to the twentieth century, they were 
regarded as applicable only to some privileged part of the population. 
One is tempted to say that more has been done to realize them—for the 
forgotten man and all—in the past thirty years than in all the preceding 
seven centuries. Be that as it may, however, we still have far to go. 

Perfection we should neither counsel nor expect. Americans and 
Britishers are no further removed, in time, from Cro-Magnon man, or 
from the Teutonic barbarians who beat down Roman civilization, than 
are the modern nazis. There are still some among us who have no use 
for democracy; some who want liberty, but only for themselves; some 
who are bent on preserving their own privileged security by denying 
security to others; some, even in America, who think that race and sex 
are valid grounds for inequality in civil status and economic oppor- 
tunity. In a word, there are many who do lip service to democracy who 
are far from democracy in spirit. 

Moreover, in the furiher implementation of these basic ideals, we 
shall encounter serious conflicts of values. We shall experience con- 
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flict between liberty and economic efficiency, and between liberty and 
security. We shall be able to deal with such conflicts only through the 
patience, the forbearance, and the pragmatic compromises which are 
democracy at its best; but the stream of history, the direction of moral 
evolution, will not reverse its flow. Liberty, security, democracy, and 
equality of opportunity are established ideals in the ethos of our civili- 
zation, and there is no reason to suppose that they will not remain so. 

The culture in which these values are dominant constitutes the 
atmosphere in which we do our work. The atmosphere will sometimes 
be murky—as on the eve of a presidential election—and the visibility 
low. There will be, as there is today, much verbal camouflage, and 
divergent interests will attach incompatible meanings to liberty, to 
security, and to democracy. Under such conditions, economists and 
political scientists must accept the responsibility, not only to be fair, 
unbiased, and objective in their collection and analysis of factual data, 
but also to distinguish between verbalisms and substantive reality, and 
to judge between the conflicting interests which economic and political 
institutions can be made to serve. 

It may seem that I am bent on breaking down the line-fence between 
economics and political science, and between these two disciplines on 
one side and social or moral philosophy on the other. That, indeed, is 
precisely my intent. In all handling of factual data, and in all logical 
analysis, I am as much convinced of the necessity for scientific ob- 
jectivity as the most lily-white, “pure,” economist can be. But I am 
unwilling to regard any social science as merely an indoor sport. Eco- 
nomics and political science are purposive sciences. Being purposive, 
they must be concerned with ends as well as instrumentalities. This 
means that they cannot escape value-judgments. 


Values 


The only final value is human life, or rather human living, with all its 
richness and fullness of experience. This, I take it, is what Ruskin 
meant when he exclaimed, “There is no wealth but life!” The intrinsic 
values comprise the things which constitute the positive content of 
living, the things we desire for their own sake—work and play, love 
and friendship, hearth and home, and so on, together with such general 
conditions as peace, security, liberty, and opportunity. The huge class © 
of instrumental values includes all our material wealth of whatever 
kind, all our technological knowledge, all government, and all the eco- 
nomic processes of production and exchange. In fact all social institu- | 
tions belong in this category of instrumental values—means to some- 
thing nearer the heart of man. 

Contrary to totalitarian philosophy, no social institution, not even © 
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the state, is an end in itself. The only end is the human individual— 
you, and I, and everyone else. Individuals are the only living things. 
Nations “live” only because they are a succession of individuals molded 
in, and to, a common ethos. Social welfare means nothing if it is not 
the welfare of persons. There should be nothing startling in such a 
philosophy of individualism. It is to be emphasized, however, that it 
has nothing in common with what is commonly known as “rugged in- 
dividualism,” since the latter is a philosophy of means, not ends. The 
view that the individual is the only end is at least as old as Christianity; 
it is the only doctrine consistent with fundamental democracy. 

To put all institutions in the category of instrumental values is not 
to deny or diminish their importance. No study or policy designed to 
make them more effective in the service of human values is wasted. 
But when, as so frequently happens, the political party, the church, the 
trade union, or private enterprise is made an end in itself, men set up 
false gods, we fall into futile idolatry, and the logic of economy is com- 
pletely inverted. There would be less reason for such a statement in 
this presence, if economists and political scientists, themselves, did not 
frequently seem to hypostatize into ends the economic and political 
instrumentalities with which, perforce, they are professionally con- 
cerned. 

The function of political science and economics is to see how these 
instrumentalities work, and to make plans for their better working, 
Our general task, therefore, is in the nature of job analysis. But we can- 
not make an intelligent, or a valid, job analysis unless we decide what 
the job is to do. And we ought to remember that whatever its imme- 
diate objectives, the job always has to do, directly or indirectly, with 
the intrinsic values of life in a civilized, democratic society. Without, 
then, feeling that we are departing from the objectivity appropriate to 
the social sciences, we do well to bring ourselves up short, and ask of 
ourselves, “What are we here for, anyhow? What valid excuse for 
existence has an economist or a political scientist? What human values 
are we trying to realize? And for whom?” 

The job we have to do will be better done if we do not permit the 
trees to blind us to the forest. We must avoid giving our whole atten- 
tion to short-run implemental tasks. The program of the three profes- 
sional associations meeting together this year is devoted mainly to 
long-run problems, not in the belief that immediate post-war problems 
will not be pressing and critical, but in the conviction that these imme- 
diate problems themselves will be better met, and with likelihood of 
fewer headaches in afteryears, if we approach them in the light of basic 
principles, and of the human values to the furtherance of which our 
democratic way of life commits us. The policies we adopt now will 
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determine whether later we have to retrace our steps. They will be the 
acid test of our economic and political intelligence, and of the reality 
of our democratic protentions. 


Democracy 


Since it is my purpose to try to show the close relation between 
economy and democracy, I ask you to consider with me the nature of 
democracy. Democracy has four fairly distinct aspects: political, civil, 
ethical, and economic. 

Political democracy is an instrumental, not an intrinsic, value. It is 
the only form of government we dare trust. It is essentially an insur- 
ance policy. It is the right to vote, to hold office, to form political par- 
ties, and to criticize the government, often unintelligently, sometimes 
mendaciously. 

It is commonly said that a people get the kind of government they 
deserve. This is only a half truth. There are distinct limitations on the 
ability of a people to get the kind of government they ought to have. 
We no longer live in a simple agrarian society, in which an occasional 
town meeting sufficed for all governmental purposes. We live in an 
economy of complex technology, extreme specialization, and close inter- 
dependence of functions. All these far transcend state boundaries and 
local interests. This fact is one cause of the decline of local govern- 
ment. It is also the main reason why opposition to expansion of the 
functions of the federal government will in the long run prove ill- 
conceived and futile. 

The limits to effective political democracy are fairly well defined. 
The people can vote their preferences in regard to general policies and 
values, but much further they cannot safely go. Even with a much 
higher level of general education than we now have, they cannot be 
competent to pass judgment on complex economic technicalities, on | 
which even experts disagree, such as the machinery of international 
finance, social security reserves, and dozens of other technical matters. 
The moment they, or their lay representatives, interfere with the tech- 
nical implementation of general policies, they are likely to do as much | 
harm as good, even if their interference is not under the adroit leader- | 
ship of selfish pressure groups. 

Although civil democracy is as vital an aspect of democracy as the © 
other three, I shall dismiss it in a few words. Its basic values are indi- | 
vidual liberty and equality before the law. It is epitomized in the Bill 
of Rights, which we did not rediscover until after Pearl Harbor. But 
the Bill of Rights needs to be extended and interpreted in the light of 
the principles of economic and ethical democracy. Equality before the | 
law cannot be limited by sex or race. Yet we know that it is. Women © 
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are not persons in the light of the United States Constitution. The 
civil rights they have can be taken away by legislative act. In many 
respects, in many states, they are still under the common law, in which 
husband and wife are one person and that person the husband. If 
women really are persons, these cultural lags should be removed, the 
sooner the better. ; 

Ethical democracy is practically synonymous with Christian ethics, 
the essential contribution Christianity has made to modern civilization. 
More to the point for the present discussion, ethical democracy is a 
broad application of the fundamental principle of economy. The es- 
sence of ethical democracy, of course, is that respect for the individual 
—that individualism-of-ends—of which I have spoken. No demo- 
cratically minded person will countenance denial of civil or constitu- 
tional rights, even to keep alleged radicals out of government jobs, or 
deny equal economic opportunity to persons who happen to have been 
born women, Negroes, Jews, or Protestants. This is hard, idealistic 
doctrine. Merely to state it is to suggest how far from it we are in 
practice, despite churches, Congressional committees, universities, and 
Atlantic Charters. 

Economic democracy can be summed up as equality of opportunity. 
It cannot, however, reasonably mean the dead level of literally equal 
opportunity. That would be the reverse of true economy. People are 
born with unequal potential capacities. Equality of opportunity there- 
fore means opportunity in proportion to capacity to use it. Perhaps it 
would be better to call it equity of opportunity. To distribute wealth 
and income, and the opportunity they represent, in any other way is 
patently a violation of the principle of economy, which is to put things 
where they will do the most good. Democracy is perhaps epitomized in 
the whole modern trend away from rigidity of status to freedom of op- 
portunity. Democracy is a movement toward greater economy in the 
utilization of our human resources. Here, economics and ethics walk 
hand in hand. 

I have said that economics is a purposive science. Its purpose is the 
efficient management of our resources, material and human, in the 
processes of production and consumption. Its proper aim is not only 
to promote the distribution of opportunity which conforms most nearly 
to the principle of economy, but’ to secure the organization and co- 
Ordination necessary to the full utilization of resources. This means 
that effective planning, and a well-organized setup of administration, 
are essential, not inimical, to the democratic way of life. If we take 
production, and not predation, exploitation, or bargaining capacity, as 
the foundation of the wealth of the nation, economic democracy is the 
only guide to rational economic management. I wish to emphasize this, 
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because it is so easy to think that democracy of any kind is purely a 
matter of sentiment, whereas it has a solid rational foundation. I shall 
now try to show what, in my opinion, that rational foundation is. 


Ideal Economy 


Economists hold in their hands the formula for the ideal economy. 
If it were not for a few obstacles like human selfishness, ignorance, and 
stupidity, they could abolish poverty in two generations. This, of 
course, is not saying much, for the real task is to clear away these 
obstacles, or at least to render them comparatively innocuous, and such 
a task is obviously not going to be accomplished in two generations. 
Nevertheless, the general outline of the ideal economy gives the ob- 
jective for the economist’s over-all job analysis. 

The ideal economy, it scarcely need be said, is the perfectly balanced 
economic system or the general equilibrium of economic theory. Its 
essential features are quickly stated. All productive resources are 
“fully” utilized, according to some interpretation of that slippery term. 
All productive plants are operated at the point of least unit-cost. Every 
productive factor is used where it is most needed. There is thus strict 
economy in the distribution and utilization of resources. The ideal re- 
sult is the maximization of per capita real income. 

In the ideal economy, there would be no overbuilding of plant, no 
surplus productive capacity in any industry, and consequently no re- 
striction of output. There would be no general overproduction, because 
aggregate consumer income would equal aggregate production costs. 
Demand for labor and consumption goods would be stable and con- 
tinuous. General equilibrium is both the production and the consump- 
tion ideal. The only distributive ideal essential to it is that money in- 
come must go to people who will promptly spend it. 

I am aware, of course, that Lord Keynes has analyzed another kind | 
of equilibrium, which falls short of full employment, but what Keynes 
is doing is to analyze certain obstacles to full-employment equilibrium. 

It goes without saying that the ideal equilibrium cannot be fully | 
realized. If it could be reached tomorrow, it would be upset the next day © 
by some chemist with a new compound. But the fact that it cannot be 
fully attained is nothing against it, any more than the impossibility of a 
frictionless machine should deter engineers from improving lubricants, © 
or than the imper‘ °+tibility of man is valid ground for rejecting Chris- | 
tian ethics and democracy. Though we can reach neither perfect democ- 
racy nor perfect equilibrium, both should stand as the North Star of 
our economic navigation through the shoals of institutional lags, the 
disturbing currents of technological changes, and the storms of acquisi- | 
tive conflict. In the long run, we shall approach it, asymptotically, more | 
closely than we now dream. 
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Ideal equilibrium should not be construed in terms of the physically 
possible maximization of per capita material income. Man does not live 
to produce, he produces to live. Values other than those associated with 
material goods will always limit the amount of endeavor men are willing 
to devote to physical production. Equilibrium is a mathematical con- 
cept, but it is also institutional. Leisure and material goods are con- 
flicting values, and the relative valuations society places on them are 
reflected in laws, customs, and contractual stipulations limiting hours 
of labor and the like. Other institutional restrictions, some of them de- 
creed by selfish group interest, dictate who shall and who shall not 
work. Such discriminations, rooted mainly in race and sex prejudice, 
are incompatible with full-employment economy. Other limitations re- 
sult from decision to reserve some part of our irreplaceable natural 
resources to future generations. None of these limitations, other than 
those restricting opportunity to work, in any way invalidates the 
equilibrium ideal. Once the people decide how hard and how long they 
want to work, and how rapidly they wish to exhaust their natural re- 
sources, there is, for any given state of the arts and any given avail- 
able supply of resources, an ideal distribution of resources between the 
various industries. This is the balanced economy which, and only which, 
achieves the highest per capita output and the highest per capita real 
income. 


Obstacles to Balanced Economy and Full Production 


Economics is a trouble-shooting art. Despite all the dithyrambic ad- 
vertising about the brave new world industry is going to give us after 
the war, we are still a long way from permanent full employment and 
continuous full production. It is our function, as economists, to find 
out why. It is monumental irony that we come so much nearer full 
production in wartime than at any other time. Why is this? Since 
human wants are indefinitely expansible, why should there ever be 
overproduction or underemployment? Why do economists and business 
leaders lie awake nights worrying about the ability of private enter- 
prise to furnish full employment after the war? And why the pessimistic 
undertone of feeling that with the utmost codperation between business 
and government, or, conversely, with complete freedom of business 
from government regulation, full employment, if attained, can be main- 
tained for only a few years? These are not mere rhetorical questions. 
We cannot bypass them. What, then, are the basic obstacles to con- 
tinuous maximum production? 

I shall not try to catalogue them. One I shall only mention, and not 
comment upon. That is the dynamic, disturbing effect of rapid techno- 
logical change. The other main obstacles, as I see them, fall into three 
categories: (1) moral and religious traditionalism; (2) ignorance and 
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narrow selfishness; and (3) certain operational characteristics of private 
enterprise itself, as we have thus far known it. 

Moral and religious sentiments not always, but in many cases are 
stubborn impediments to economic progress, specifically because a 
high material standard of living is not an item high on their scale of 
values. We find religious sentiments a serious obstacle to attempts to 
raise the standard of living internationally. In some countries, our own 
included, religion has adapted itself to the growing appeal of material 
values, and to the spread of rationalism and humanism associated with 
the whole democratic movement. In no democratic country is it neces- 
sary to argue that the abolition of poverty is desirable. But there are 
countries where, on moral and religious grounds, the steps necessary 
for the permanent mitigation (let alone abolition) of poverty would be 
resisted by the people themselves. 

One of these necessary steps is certainly the attainment of a reason- 
able relation between population and resources. In all thinking about 
raising the standard of living “throughout the world,” the population 
problem should be basic. Everywhere, sooner or later, cessation of pop- 
ulation growth is a prime prerequisite te the abolition of poverty. It is 
the fashion nowadays to say that Malthus is outmoded. But for the 
long run, Malthus was everlastingly right. With the near-certainty that 
we are approaching a stationary population in this country, we do not 
need to worry about domestic overpopulation. But in the global field 
of international economics and politics, we do. 

It is being said that this country caunot be prosperous unless others 
are also. This < one of those generalizations which may be something 
more than hal. truth, or vicious untruth, according to the context. We 
cannot safely concede too much to those idealists, sincere as they are, 
who hold that we niust sacrifice our own standard of living in order to 
raise that of less fortunate—or less rational—peoples. Certainly, as an 
emergency demand, no sane person will question that we must make 
heavy sacrifices for the rehabilitation of the devastated countries. But 
anything more is debatable. We are responsible for unemployment and 
poverty among our own hundred thirty million people, but are we re- 
sponsible for the economic lot of the teeming millions of Asia and other 
grossly overpopulated regions? Does the standard of living to which 
any given country may reasonably aspire have any relation to that 
country’s own natural resources, or does it not? The Atlantic Charter 
called for freedom of trade—fortunately with reservations. Does this 
mean, also, freedom of migration, with or without reservations? There 

are people in other countries who think it does. Has any country which 
' does not exercise birth control the right to export its human surplus, 
and thus glut the labor market of other countries? 
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According to the jealousy theory of international relations, pressure 
of population in the so-called have-not nations is a danger to inter- 
national peace. If this be true, permanent remedy does not lie wholly, 
or even primarily, in free trade, or industralization, or any purely eco- 
nomic policy. Definite and permanent remedy must rest on moral and 
religious changes which will enable the overpopulated countries, through 
birth control, to bring their populations into reasonable relation to 
their resources. How such changes can be brought about, I do not know. 
Industrialization may help, but the example of Japan is not reassuring. 
The situation suggests a conflict between two of the Four Freedoms— 
Freedom from Want and Freedom of Worship. Every people will hold 
that their religion is their own business. Nevertheless, there is great 
need for educational missionaries of the right sort, properly grounded 
in economic fundamentals, in countries besides Germany. 

Freedom from Want is a global ideal, entirely in conformity with 
the principle of economic democracy; but the abolition of want de- 
pends on economic progress, abroad as at home. Global economic 
progress depends on the global progress of rationalism and humanism. 
Until these become general, only to limited extent can the principles of 
economic democracy be globally realized. Meanwhile, one of the best 
services we can give the world is to set other countries a good example 
by maintaining our own standard of living. 

Population growth in other countries is a problem which should be 
receiving our serious attention, for it is bound to have profound bear- 
ing on future international relations. Perhaps Washington is giving this 
matter the study it deserves, but if so I am not aware of it. 

The acquisitive motives. Coming back now to the confines of our 
own country, we turn to the second category of impediments—narrow 
selfishness and the acquisitive motives. Here we have to do with in- 
centives in economic life. Here, too, we encounter a distressing para- 
dox: for the acquisitive motive—the desire to have and to hold—is both 
the prime mover of enterprise and the main drag which slows down 
the whole works. In conjunction with the instincts of curiosity and 
workmanship, it gives us notably efficient engineering management, but 
by itself it inflicts on us the business policies of restriction of output, 
imperfect competition, and monopoly. It has applied science to the 
development of a marvelously productive economy, but it has also been 
the cause of most of the thievery and robbery, the brutal conquests, and 
the bloody wars which blacken the pages of history. Even if we succeed 
in ending international aggression, we shall still have to cope, within 
our own boundaries, with many uneconomical manifestations of re- 
gional and class selfishness—interstate trade barriers, rigid prices, 
suppression of inventions, closed shops, closed unions, jurisdictional 
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disputes, and, in general, the behavior of powerful pressure groups, 
whose heedless aggressiveness in advancing their own interests evi- 
dences either ignorance or indifference to the general welfare. 

These are some of the overt expressions of the go-getter spirit, which 
the pressure groups have taken over from the old-time rugged indi- 
vidualism. There are, however, other manifestations of it which impede 
progress toward full efficiency and productivity, even when there is no 
thought of restricting output, dividing the market, or of the ruthless use 
of economic and political power. These manifestations, indigenous in 
planless private business, include overbuilding of plants, increase of 
unnecessary risks, and the various devices by which inefficient firms are 
kept in business. 

Adam Smith and the classicists had no worry about the obstructive 
effect of selfishness and consolidated greed. They were convinced that 
out of the conflict of acquisitive interests would come maximum social 
efficiency and the maximum wealth of nations. No codrdinated plan- 
ning, either by government or business, was necessary. The invisible 
hand, working through free competition, would, they thought, with 
Mandeville’s Fable of the Bees, turn private vices into public benefits, 
and establish a beautiful harmony between private acquisitiveness and 
social productivity. But the economic harmonies failed to appear. The 
economic man was no fool. He knew that he could feather his own nest 
better by monopoly, if he could get it. By all possible devices, he 
avoided competition. Even the workers gradually learned that they 
must take a leaf out of the textbook of monopoly, and through organi- 
zation and combination pit their collective power against that of the 
employers. 

The outcome of all this is that the country is segmented into consoli- 
dated and powerful interest groups. Atomistic competition has given 
way to amply financed and skillfully marshalled group conflict. The 
policy of every man for himself and the devil take the hindmost has 
been displaced by group loyalties and group planning—not over-all 
planning to maximize the national income, but planning for advantage 
in the unending battle of distribution. This is an irrepressible conflict, 
which economics is unable to deal with, even in theory. 

Many economists have thought that marginal productivity gives us 
the basis for a scientific theory of distribution, and even an objective 
criterion of distributive justice. This theory is one of our pet illusions. 
Beautiful in form, it lacks substance. It is a disguised residual theory, 
and every residual theory begs the question, because the only deter- | 
minant it can find for the priority share is custom, or the so-called | 
“going-rate.” The sooner we admit that there is no objective criterion | 
of distributive justice, the better we shall understand the close connec- 
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tion between economics and ethics, and the sooner we shall see that 
acquisitive conflict is inherent in huraan affairs, at least in any system 
based on division of labor. Such conflict can be kept from destructive 
effect only by a spirit of reasonableness and forbearance, a sense of 
public responsibility which transcends party, and class, and pressure 
groups, and an organization of strictly nonpartisan public agencies, 
quasi-administrative, quasi-judicial, for the effective, peaceful, and 
prompt adjustment of industrial disputes. Substitution of socialism for 
capitalism would change the configuration of distributive conflicts, but 
it would not abolish theri. Nothing can. 

It is erroneous to think of the acquisitive urge only in terms of 
money. It is also desire for power; and the methods of power range 
all the way from the flicker of a girl’s eyelashes to the manipulations 
of high finance. In the past, men have desired great wealth not only 
for the power it gave them, but for the prestige of the showy manner 
in which it enabled them to live. It was an effective way of inflating 
infantile egos. I am not under the illusion that infantilism has entirely 
disappeared from the mentality of all men of prominence, but there 
are distinct indications that conspicuous show in living is going out of 
mode. The change has been accelerated by depression and high taxes, 
but it promises a profound alteration in social and esthetic attitudes. 
Conspicuous waste and vain show will more and more be regarded for 
what they are—the exhibitionism of the barbarian and the immature 
personality. The proposal to limit incomes to $25,000 was a bit extreme, 
but the fact that reaction to it was not more violent is evidence of a 
changing ethos and growing public insight into the principle of economy 
as applied to the consumption as well as to the production of wealth. 

If attitudes toward showy living are changing, so are those toward 
power for its own sake, though here the evidence is less clear. It seems 
obvious, however, that those former gods of big business, the so-called 
malefactors-of-great-wealth, have long since entered their Gotter- 
dimmerung. Only in dim memory can we now hear their cynical cry, 
“The public be damned!” The power motive is now more frequently 
coupled to what David Hume called “public utility,” and we call the 
social point of view. It may be that this salutary change is due to 
business men’s tardy recognition of the hard economic necessities— 
since, after all, the public furnishes the demand for what business has 
to sell—but in any case it is one more evidence of the growth of democ- 
racy. Only in a democracy are power and responsibility reliably con- 
joined. 

I have been speaking primarily of the attitudes of the so-called 
capitalist class. Now what of labor? Here, too, we are witnessing an 
evolution, but for the moment it seems to be in the direction of intensi- 
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fying the acquisitive urge and the drive for power. The workers have 
a new sense of their own strength, they are determined to have a 
higher standard of living, and the indications are that they are going 
to get it. It is not to be expected that organized labor will invariably 
use its power with any more forbearance, fairness, and public spirit 
than big business formerly used its power, or than certain agricultural 
organizations have of late been using theirs. 

I see no reason to suppose that the workers are less selfish than 
anybody else. But organized labor will gradually come to maturity. 
Parallel to the change in the temper and the public spirit of business 
leaders, there is in process a significant improvement in the leadership 
of labor. The great drawback is that labor leaders will not always 
be able to prevent precipitate action on the part of rank-and-file mem- 
bership, any more than clear-sighted and constructively thinking busi- 
ness leaders can control the operations of their fellow business men. 

We cannot abolish selfishness. But selfishness can be socialized. 
Human nature can change for the better in the future, as it has in the 
past. Men will continue to progress in social responsibility, as they 
certainly have progressed since the days of rugged individualism. Both 
labor and capital will increasingly understand that in a democratic 
world, group interests can be moulded only in the matrix of the tran- 
scendent interests of the whole people. More powerful, however, 
than any purely “moral” forces will be the inner logic of private 
enterprise itself. Whether private enterprise can survive permanently 
depends on how well its leaders understand the logic of its own 
processes, and how willing they are to heed the fact that that logic 
requires, for the continuity and the over-all efficiency of the system, 
‘certain far-reaching internal structural and functional changes. 


Basic Changes Needed in the System of Private Enterprise 


Three basic changes will in the long run prove inescapable: first, 
some method of providing the inter-industry control and codrdination 
now lacking; second, a wider distribution of consumer income and 
purchasing power; third, and corollary to the second, progressive de- 
cline in cumulative saving and investment. 

Inter-industry coérdination. That child of the business men’s brain, 
the N.R.A., on which the Supreme Court practiced a merciful eutha- 
nasia, would have failed in any case. Not only was it based on a phi- 
losophy of imperfect competition, price maintenance, and restriction 
of output, but it aimed only at infra-industry order and control. Of 
inter-industry codrdination there was no hint, and the N.R.A. was | 
powerless to secure it. With all its trade and manufacturers’ associa- 
tions, chambers of commerce, and committees for economic develop- 
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ment, business is still powerless to secure it. If there is, perchance, here 
and there a business leader who sees its need, he nevertheless is power- 
less. Private enterprise lacks within its own organization the central 
authority which alone can secure inter-industry balance. Here, if 
anywhere, is necessary that central government control to which busi- 
ness so vociferously objects, and which many competent economists 
view with misgivings. But without such central control, especially the 
rational control of investment, it is difficult to see how we are to attain 
the continuity and stability of an efficient and dependable social econ- 
omy. The common reply to all this is that competition and a free 
market obtain this balance. But the answer is not convincing. For one 
thing, the cobweb theorem applies to industry as well as to agriculture. 

Call it what you please, view it with caution as you will, I see no 
escape from centralized regulation of conditions which affect the whole 
nation. For this reason, I have little sympathy with attempts to revive 
the states’ rights issue, and for the same reason I hope that business 
men will exercise caution in accepting the term “free enterprise” in 
too literal a sense. 

There remain for very brief comment the other two great problems: 
the distribution of money income, and the savings-investment problem. 
What little I can take the time to say about these problems will be 
elementary, and will seem not only superficial but dogmatic, since we 
here touch on fundamental questions, both of theory and of policy, 
on which economists almost violently disagree. 

The market problem. The problem of private enterprise is funda- 
mentally that of market for its product, for it is the market which ties 
together production, distribution, and consumption in one great, in- 
tegrated, going-concern process. 

Certain, seemingly self-evident truths should be kept in mind. All 
the demand for goods comes from final consumers. The consumer pays 
the freight—all of it—all the costs of production, including profits. 
This may not be clear in the short run in an expanding economy, but 
it must always hold true for the long run. Second, consumers cannot 
buy unless they have money to buy with. And third, failure of income 
recipients to spend their income currently on consumption goods will 
cause a glut in the market. This, in fact, has been the normal condition 
with us. The market is nearly always a buyers’, not a sellers’ market. 
Oversupply is the usual state of the market under private enterprise 
as we have known it. In other words, the economy is continually out of 
balance because it lacks that equality between aggregate business 
costs (including profits) and aggregate consumer expenditure essential 
to the continuous clearing of the market. For this continuity, there 
must be an uninterrupted circuit flow of money from consumers to 
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producers and back from producers to consumers, against an equally 
constant flow of goods and services in the opposite direction. Any 
obstruction to the flow of business income, business outgo, consumer 
income, or consumer expenditure—all of which are phases of the same 
circuit flow of money—is like a stoppage on the assembly line. It 
causes a slow-down or a breakdown in the whole works. 

Saving, investment, and expansion. In general, the obstruction which 
causes periodic breakdown lies in the process of cumulative saving 
and investment, in their effect on the flow of consumer purchasing 
power. (Note that I say “cumulative.” Repairs and replacements are 
costs, paid out of gross business income, and not out of savings from 
net income.) Here we have the most critical, and still unsolved, prob- 
lem of dynamic economy. The bottleneck which throws the whole sys- 
tem out of gear is in the flow cf money, either from producers to con- 
sumers or the reverse. In either case it results from saving out of net 
money income. In a word, the trouble is caused by that classic virtue, 
thrift, although we usually reserve that word for the little man with 
a small income. 

The present is a poor time to argue against thrift—against cumu- 
lative saving, investment, and expansion. We are in the anomalous 
position, unique in our history, of a dangerous excess of consumer 
monetary income over the supply of consumption goods. Our only 
salvation from inflation is either more saving, voluntary or compulsory, 


or more drastic taxation and price control than Congress, bedeviled — 


by pressure groups, sees fit to impose. But I am thinking not of the 
next two years, or the next ten, but of a longer run of time, in the 
belief, as I said at the beginning, that long-range forethought now may 
save us many headaches later. 

The commonly accepted theory is that saving (in the absence of 
hoarding) cannot impair consumer demand, because saved money is 
invested, and invested money is paid out for wages, whereupon it is 
immediately spent for consumption goods. This theory is untenable. 
'Only about 60 per cent of invested money is paid out as wages. The 


rest goes elsewhere. A very significant part of income derived from | 


invested savings is in its turn saved, cumulatively. Not all of it gets 
back promptly to the flow of consumer purchasing power. It can be 


shown that in a continuous series of cumulative re-savings and re- © 


investments, some of the money never gets back. 
Since the only use of cumulative saving and investment is to expand 


production, the process of expansion in part defeats its own purpose, | 


which is to expand the market for consumption goods. At first thought | 
this does not make sense, since it is incontrovertible that, in the course | 
of its long history, capitalism has tremendously expanded saving, | 
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investment, production, and the market. The answer is that the expan- 
sion process, based on saving and curtailment of consumer buying, 
involves periodic overinvestment, overproduction, and underconsump- 
tion, and hence the business depressions which it is certainly one 
imperative task of private enterprise to eliminate. 

Rejecting this line of theory, or oblivious to its long-run implica- 
tions, nearly all business men and many economists hold that full 
employment can be maintained only through continuous cumulative 
saving and continual building of more capital plant. This is the phi- 
losophy of expansion, faith in which we come by quite naturally. 
Capitalism, the only system we have lived under, has had no experience 
(save for depressions) with anything but expansion—increasing popu- 
lation, new natural resources, and geographically expanding markets. 
We take these conditions as matter-of-course, almost inherent in the 
permanent order of things. But in the long view, they decidedly are 
not permanent conditions. Those who hold that we are becoming a 
“mature economy” have some pertinent facts on their side, although 
I do not agree with them that the only way private enterprise can 
operate in a mature economy is with the help of government spending 
and deficit financing. 

Highlighted by Mill’s four fundamental propositions, the philosophy 
of thrift and expansion was developed when British industry, on the 
make, had unprecedented, and seemingly unending, opportunity for 
expansion, and when, in consequence, there seemed no limit, ever, to 
the need for additional investment funds. Orthodox economists held 
that saving could not possibly impair consumer purchasing power. 
Ignoring the réle of money they were convinced that neither over- 
saving nor overproduction was possible. Taking their particular era 
of economic history as universal, they did just what we are doing 
today: they assumed that expansion can go on forever. 

Now, unquestionably, we can build more steel mills, to construct 
more factories, to build more locomotives, to haul more trains—but, 
somewhere along the line this house-that-Jack-built process has to 
terminate, for all these capital instruments are merely accessories to 
an increase in the final output of consumption goods. The philosophy 
of expansion is a dangerous philosophy, for the simple reason that 
expansion can mot go on forever. Business policy based on such a 
philosophy will work when expansion, as now, is essential. It will work 
as long as expansion enough to absorb savings is possible; but viewed 
in time perspective, it is in the nature of short-run temporizing, and 
it is bound to lay up trouble sooner or later. 

Parenthetically, I must note, too, that economists for whom I have 
the greatest respect are, like many industrialists, enthusiastic about 
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technological progress, new commodities, and new industries. Their 
economic theory has the dynamic quality, but it lacks the sense of 
‘repose that we associate with true art. But let us pass that by. The 
practical consideration is that they fail to remember that many new 
gadgets, and even whole new industries, are in the main substitutes 
for old ones, and do not add, quantitatively, either to employment or 
to the supply of goods. A good deal that looks like expansion is merely 
ripping out one machine to put in another, with all the tremendous 
premature obsolescence costs in the aggregate involved. It is an error 
to assume that technological research and technological change are 
the only assured bases for expanding employment. As long as there 
are 20 million (is it?) houses without bathtubs, it is not essential that 
we scrap our facilities for making white tubs and go over to pink or 
yellow ones. 

To come back for a moment from these long-run considerations to 
the situation we shall face in the immediate post-war years: We shall 
unquestionably need billions of dollars’ worth of plant expansion. But 
there is grave danger that business, in its enthusiasm and its desire to 
cash in on the huge backlog of consumer demand, will unpremeditatedly 
plunge the country into a runaway boom, bound to be followed by 
depression. There is danger that within ten years we may build the 
new capital we would normally build in thirty years, and that then 
we shall find ourselves vainly hunting for investment opportunity for 
an unmanageable volume of savings—if, in the meantime, the habit 
of saving has not been effectively discouraged. For a time, we can 
rely on the export of capital for the industrialization of the backward 
countries, provided we wish to take the risks and are willing to face 
the political problems involved. But sooner or later, this outlet, too, 
will close. Considering the accelerated tempo of modern enterprise, 
we may reach such an impasse within a generation. 

Today, business men fear a scarcity of investment funds. On the 
other hand, some economists think the problem will be to find invest- 
ment outlet for the huge annual volume of savings which they assume 
will continue to be made. Business men want savings for expansion; | 
these economists want expansion to absorb savings. In the long run, | 
both are wrong. The error of business is failure to understand the rela- 
tion between cumulative saving and the consumer market. The error 
in theory is the assumption that the propensity to save is constant | 
‘through time, regardless of institutional changes. 

The distribution of income. The relation of the volume of saving to 
the distribution of income is well known. Most of our billions of dollars 
of annual savings normally come from the upper income brackets, and 
from corporate surpluses. The way to prevent excess investment funds 
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is to remove their source. One source, corporation saving, can be 
taken care of by less conservative dividend policies. It will be easier 
for corporations to pay out their net earnings in dividends as they 
are earned, if other measures, necessary for the stability of private 
enterprise, diminish the likelihood of serious depressions. The other 
source, saving out of personal incomes, can be rendered less of a drain 
on consumer purchasing power by modification of the distribution of 
money income. The propensity to save, which is a parameter of the 
size of individual incomes, can be reduced all along the line by cutting 
down the very large incomes from which the bulk of savings comes. 
There is not much doubt, indeed, that we shall retain, indefinitely, 
very high taxation of these incomes. We need not be overly impressed 
by the cry that high taxes impair economic incentive. The trend of 
wage rates will continue upward. This will be all to the good, in raising 
the standard of living and providing industry with adequate markets. 


ue With less inequality in incomes, we may hope for wider dispersion in 


in the ownership of corporate securities, provided blind reactionism 
does not hamstring the S.E.C. Finally, I think we can rely to some 
extent on the growing aversion to conspicuous consumption, and the 
change in esthetic standards which I have mentioned. 

However it comes about, there is no one thing which in the long run 


me will do private enterprise more good than a very material change in 


the distribution of the national dividend. Earlier, I advocated greater 
equality as essential to the development and efficient utilization of our 


Shuman resources. I am here advocating it in the interest of private 


enterprise itself. It is the only condition under which business can be 
assured a full and continuous market. 
Business men want private enterprise because, they say, it is the 


= most productive system possible. They do not know that to be actual 
Biact. It is an article of faith with them. The truth is that business men 
= want private enterprise because it is their way of life. They are not 


to be blamed for such an attitude; we all have it. But we should not 
overlook the lack of disinterested objectivity in the encomiums which 
private business heaps upon itself. Such unstinted praise does not 
reflect a wise modesty. But underneath the seeming cocksureness of 
business propaganda, one discerns the evidences of a new sense of 
responsibility, based partly on the fear—which I think excessive— 
that private enterprise is on trial and that its survival is doubtful. 
Whether there is also the breadth of vision, the farsightedness, and the 
humility and docility necessary to learning what the requisites for 


msurvival are, time will tell. 


The American people want private enterprise, not on any arbitrary, 
take-it-or-leave-it terms, but on the understanding that it will have 
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the flexibility necessary for adaptation to changing social conditions spir 
and values. It is safe to say that they will not give it that carte blanche that 
which reactionaries, yearning for the days of laissez faire, demand, pati 
under the undefined term freedom of enterprise. The American people pris 
want private enterprise, under necessary controls, because it is their to n 
way of life also. As Mr. Wallace recently intimated, private enterprise, with 
like any other institution, is an economic instrument, not an end-value.' tinct 
Nevertheless, we shall not easily be divorced from it. Just how far it free 
can fall short of “full production and jobs enough to go around,” and free 
still survive, no one knows. All are agreed, I think, that it could not cont 
survive many more deep and prolonged depressions. It is apparently very 
in the back of the minds of scme busineess leaders that even one more must 
serious depression would put a strain on it which it might stand and cast 
might not. Private business can avoid this trial, not by blaming every- hunc 
' thing on “bureaucracy” and “regimentation,” nor by shouting freedom T) 
. from the housetops, but by understanding the conditions permanently fartk 
necessary for full production and full employment. prob 
To judge private enterprise, however, or any other system, merely catio 
on its power of survival is to put the whole matter on too low a plane. payr 
Private enterprise should be evaluated on its ability to approach the way 
specifications of the ideal economy, to conform to the fundamental sort: 
principles of economy, and to maximize per capita real income. The anal\ 
American people are going to make far more exacting demands on their deme 
economy in the future than they have in the past. Private enterprise TI 
has done so well that it will have to do much better. Business men will of pt 
have to raise their sights and extend their range. we C:; 
matic 
To what extent are we reducing, or can we reduce, the great obstacles schoc 
to approach to ideal economy—namely the disturbing effects of tech- of de 
nological change, the pressure of religious and moral traditionalism, at fr 
the disruptive influences of acquisitive and power motives, and the tasks 
characteristics of our present economy, especially the great extremes have 
in the distribution of money income, which stand in the way of a the « 
balanced and continuous market for goods? leave 
As to the abolition of want the world over, I am frankly pessimistic, dices 
until a real solution of the population problem, a solution now blocked had t 
by religious prejudice, is possible. For our domestic economy, I am politi 
optimistic, but with reservations. I believe that my impression of Th 
growing breadth of perspective and increasing sense of social responsi- politi 
bility on the part of business leaders is not wrong. If it has been orgar 
difficult, in the past few months, to maintain equal faith in the public man 
* Address before the Herald-Tribune Forum, November, 1943. Published in full in the cratic 
New York Times, November 18, 1943. are n 
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spirit of some labor and agricultural leaders, we ought to remember 
that Rome was not built in a day, and that faith may be justified by 
patience. If I am optimistic about the potential ability of private enter- 
prise to abolish poverty in America, to maintain full employment, and 
to maintain the full and continuous market for consumption goods, 
without which economic stability is impossible, my optimism is dis- 
tinctly conditional. Business must be willing to give up some of its 
freedom to obtain the essential economic coérdination which mere 
freedom itself can never secure. It must realize that with full and 
continuous market, aggregate profits will be satisfactory even with 
very low profit margins and low marginal productivity of capital. It 
must give up its cartels and its restriction of output. In a word, it must 
cast its bread upon the waters, in the faith that the prosperity of a 
hundred million consumers means the prosperity of industry. 

There is much to be said, after all, for the ivory tower. You can see 
farther and more clearly from it than you can from the ground. It is 
probable there are other—it is barely possible there are better—qualifi- 
cations for the policy-maker than having had at some time to meet a 
payroll. Small men will always sneer at the “theorist.” It is the readiest 
way to conceal ignorance. But every policy is based on theory of some 
sort; and every theory back of social policy will be found in the final 
analysis to be based on a scale of values, some sort of ethics, whether 
democratic or otherwise. 

This is why I think we need more depth and breadth in the education 
of prospective economists and political scientists. I do not think that 
we can assume that all the men and women who go through the infor- 
mational and analytical courses of our graduate and professional 
schools come out with an understanding either of the broad foundations 
of democratic ethics, or of the elementary meaning of economy, looked 
at from the over-all social point of view. A multitude of technical 
tasks require the services of a host of technically trained experts. We 
have answered this demand, but we have not sufficiently emphasized 
the solid liberal education necessary to anything more. We tend to 
leave broad questions of policy to others, or to the unanalyzed preju- 
dices of our own subconscious social philosophy, which we have not 
had the time, or the courage, to take out and examine. Economists, and 
political scientists, have not demanded enough of themselves. 

The difference between the statesman and the politician is that the 
politician is mainly concerned with the compromises, log-rolling, and 
organization necessary to getting immediate jobs done, while the states- 
man looks broadly to the future. Politicians are as necessary to demo- 
cratic government as experts are to technology and industry. But they 
are not sufficient to our needs. As Madam Chiang Kai-shek reminded 
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us in her magnificent address to the Congress last year, we should not 
be visionary, but we should have vision. Without vision the people 
perish. Vision means imagination, ideals, and values. The true states- 
man has vision. If, in the past decade, we have had some adroit and 
successful politics, we have also had magnificent and far-sighted states- THI 
manship. And now? Now, and in the post-war years, there is as great 
need as we have ever had for statesmanship broad in perspective, deep 
in insight, forward-looking not only to tomorrow but to future genera- 
tions, and with the ability, not only to make the pragmatic compro- 


mises necessary in the exigencies and conflicts of the moment, but to T 

hold a steady and undaunted course toward the fuller and fairer realiza- vs 

tion of the values that civilized men and women live by. for : 
The country, the world, needs men—informed men and women— the 

who, with their feet on the hard ground of facts, give thought to basic, vidu 

permanent values, and to the broad and long-run policies required for rite, 

their realization. The call is not to men and women of superficial insight the : 

or narrow sympathies. It is a clarion call to young economists and ar 

political scientists—young in spirit if not in years—to hear and to heed, ee 
each according to his faith in his own developed capacities. So I say to : 

them, as I say to the business men: Lift up your sights; extend your ea 

range. 
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THE UNDERWRITING OF AGGREGATE CONSUMER SPEND- 
ING AS A PILLAR OF FULL-EMPLOYMENT POLICY’ 


By Joun H. G. Pirrson* 


The solid establishment of full employment after the war is a mat- 
ter of profound importance. Full employment creates its own problems 
for society.” However, if serious unemployment is allowed to develop, 
the following results may be confidently expected: widespread indi- 
vidual misery and frustration; a tendency for wage rates and working 
conditions to deteriorate because of excessively keen competition for 
the scarce existing jobs; bitter conflicts and animosities between Ne- 
groes and whites, women and men, ex-servicemen and civilians, older 
and younger workers, farmers and industrial workers, skilled and un- 
skilled, native and foreign born—tensions from which will come pres- 
sure groups endangering democracy itself; a weakening of the pro- 
duction base which constitutes the foundation for the structure of 
social security and all similar institutions; and the ascendency of ag- 
gressive economic foreign policies that violate the spirit of codperation 
and undermine the hope of lasting peace. 

1. It is frequently asserted (1) that no one knows what full employ- 
ment means, and (2) that full employment is a “counsel of perfection” 
and cannot be wholly achieved. The second of these allegations requires 
some analysis.’ But the suggestion that full employment cannot be de- 
fined or identified carries little weight and may be disposed of in pre- 
liminary fashion by answering that full employment means a real job at 
all times for every able-bodied person who wants to work. That is to 
say, it means as many real jobs as there are employables wanting to 
work, dess a number corresponding to normal frictional unemployment. 

*The author is Chief of the Post-War Labor Problems Division of the Bureau of Labor 
Statistics in the Department of Labor. The views he expresses are personal views only. 


I am indebted to Dr. Theodore F. Marburg for assistance in exploring portions of this 
field, and to Marvin Hoffenberg for statistical assistance; also to Dr. Emile Benoit-Smullyan, 
M. Elizabeth Fite, Dr. Emory Q. Hawk, Leonora L. Jensen, Edgar E. Poulton, and Betty 
E. Stern for valuable suggestions made during the preparation of this article. 

‘it tends at first, for example, to create or strengthen inflationary pressures. This will 
be considered in section 13. 
this article, discussion will be limited to an economy operating on the. general 
phil sophy of free enterprise or individualistic production for market, since this condition 
is usually assumed in these allegations, and since in any case there is little need to debate 
the possibility of maintaining full employment in a system of planned production such 
as that of the U.S.S.R. 
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A job is “real” if it serves a useful purpose and meets currently pre- 
vailing standards as to wage rates, hours,* and working conditions. 
Anyone is “employable” who is capable of meeting certain minimum 
physical and mental requirements. Anyone who “wants” to work can so 
signify to the Employment Service. “Normal frictional unemployment” 
—required because the system needs some slack for reasons of turn- 
over, et cetera—is a statistical magnitude representing the amount by 
which it is agreed that labor force (employables wanting to work) can 
exceed employment without impairing full employment in the tech- 
nical sense. The problems of concept and measurement concealed by 
this explanation are real, but they are not such that practical men can- 
not know what full employment means and when it exists. 

It is, of course, very important to know what full employment means, 
in the operating sense. Uncertainty on this score would paralyze action 
with respect to the public work projects that constitute the secondary 
or final line of defense against unemployment. 


The Public Investment Approach 


2. The best-known proposal for securing full employment in our 
peacetime economy encounters such serious difficulties as to raise 
grave doubt whether it could ever provide a fundamental solution 
for the problem in hand. This is the proposal, advanced by Hansen’ 
and other distinguished economists, that public investment be used 
to compensate for deficiencies in the private sector of the economy. 

This idea has made an indelible impression on the thinking of the 
past decade. It has an imposing theoretical base—the most famous ex- 
position of which was given by Keynes°—in the consideration that, in 
a modern high-income economy operating at capacity or near-capacity 
levels, voluntary saving tends to exceed the available (profitable) pri- 
vate investment outlets, so that resources threaten to go unused alto- 
gether. Empirically it derives support from the fact that the capital 
goods industries, whose activity corresponds to real investment, con- 
tract and expand more violently in the course of the business cycle than 
do the consumer goods industries. 

But there are serious objections when it comes to drawing from these 
premises the conclusion that public investment should be used to 
offset secular as well as temporary deficits in private investment. In 

* Prevailing hourly standards may be unsatisfactory, as a result of spread-the-work pro- 
grams, in the absence of policies that maintain full employment by maintaining effective 


demand. In discussing policies of this positive type, however, it can be assumed that the 
prevailing workweek will be about as long as most people want it to be. 

*A. H. Hansen, Fiscal Policy and Business Cycles (New York, Norton, 1941), and other 
writings. 

*J. M. Keynes, The General Theory of Employment, Interest, and Money (London, 
Macmillan, 1936). 
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the first place, such a policy ultimately risks offending against the 
canon of efficiency or economy, since it may involve public investment 
projects yielding smaller benefits than might have been derived from 
a different allocation of labor and other resources. The inference is by 
no means to be drawn that this is characteristically the case with public 
investment. Indeed, there are certain kinds of public investment hitherto 
not developed to any significant extent that are probably at least as 
badly needed as anything else we could produce. Nevertheless there 
is clearly no reason to believe that any public investment project under- 
taken to fill an employment gap must automatically be desirable from 
the standpoint of relative usefulness, unless we are justified in assum- 
ing that alternative employment opportunities and products simply 
could not be created in other ways. This assumption seems of doubtful 
validity. There may well be ways of getting just as much employment 
along alternative lines yielding products that are wanted more than the 
end results of the public investment projects.’ 

In the second place, public investment applied as a compensatory 
technique—fill-in investment—does not squarely meet the over-saving 
problem. It palliates the difficulty by absorbing the excess savings. But 
it fails to assure a level of consumption adequate to maintain full em- 
ployment with public investment limited to items regarded by the gen- 
eral public as worth while for their own sake. (Hence, this is really a 
special aspect of the previously stated objection on grounds of effi- 
ciency.) On this point there is little help to be got from the argumeut 
that public investment puts out purchasing power and thus indirectly 
takes care of the consumption level. Public investment does indeed in- 
crease consumer income. If pushed to the point of full employment, it 
will enable us to achieve what may be referred to as a full-employment 
caused level of national income and of consumer income.*® But it cannot 
be counted on to give us a full-employment-causing level of consumer 


"In the hope of avoiding misunderstanding, the writer wishes to state his preference 
for public investment projects of almost any kind, as against involuntary unemployment, 
whenever the choice actually narrows down to that; also his belief that housing, health, 
education, and conservation of natural resources are so important that the regular program 
of public investment should be expanded to any extent necessary to secure universally high 
standards in these fields. He would probably vote to include certain national development 
programs suggested by Hansen (e.g., rural electrification) on the regular public investment 
list, and to hold certain others (e.g., some of those related to reorganization and ration- 
alization of transportation) in reserve for slack periods, although this is a tentative judg- 
ment, admittedly based on insufficient study of the fields in question. 

It is sometimes suggested that expansion of public investment is required because of 
inctional and geographic labor immobility—i.e., so that jobs may be provided in those 
Places and on those types of work to which labor has been drawn in the past. This par- 


ticular argument may be of some importance temporarily and in certain sections of the 
country. 


| "Strictly speaking, consumer income will also depend on the level of business savings, 
1.€., undistributed profits. 
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spending—meaning by this a total adequate to induce full employment 
without public investment fill-in programs. For the independent de- oe 
cisions to save out of income, or to dis-save, have still to be reckoned rw 
with. In the immediate demobilization period, particularly if public that 
investment can be used to secure full employment, the cashing of war — 
savings may well lift consumer spending above the cost value of the = 
maximum output of consumer goods deliverable at that time. There- wil 
after, if or when the over-saving tendency reasserts itself, the volume of : e 
income pzyments flowing from full-employment operations will not in wor 
itself suffice to assure an adequate return flow of consumer spending in cain 
the sense indicated above. — 
The third objection relates directly to the question of feasibility wr 
rather than to economic principle, and must be weighed accordingly. er 
Practically speaking the fundamental consideration, so far as concerns Lies 
the possibility of maintaining full employment, is that a public invest- to th 
ment program, used as the main weapon against unemployment and of ag 
expanded to whatever extent might be necessary to prevent unemploy- "ips. 
ment, would probably seriously discourage private enterprise. Our ex- a“ 
perience with a limited volume of public works in the thirties, which ilies 
did not bring about full employment, provides no conclusive test of this | 
this statement one way or the other. Many types of public investment of pr 
are noncompetitive at least in the sense that they do not compete with erties 
private enterprise in the market for products. Furthermore, public wo 
projects often provide an obvious stimulus to business—notably to con- Sin 
tractors and to suppliers of building materials and equipment. Even aan 
“noncompetitive” public investment does, however, compete in the not te 
labor and capital (and land) markets and, ultimately, in the market ployn 
where philosophies or systems of production are selected. This is espe- dons 
cially obvious if public ownership and operation are involved, but it re- well , 
mains true even if the government merely assumes responsibility and direct 
the workers are on private payrolls. Systematically applied on a grand 
and, in principle, indefinitely expansible scale, public investment would 
probably discourage private enterprise by throwing private enterprise 3. 
into partial eclipse. Naturally, this is a situation in which business will the su 
not readily allow itself to be placed. tion ¢g 
The above difficulties with the public investment approach as 4 
solution for the unemployment problem may be reformulated, from the "Int 
standpoint of its political prospects, along the following lines: (1) The pe | 
cry of “boondoggling” will be raised to discredit this program; worse sit 
than that, examples of relatively useless public investment projects will with an 
be cited to support the allegation that full employment itself necessarily _ a 
means an inefficient or uneconomical allocation of resources. (2) Inci- aie 
dentally, although this touches on the theoretical premises for the pro- disposal 
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gram rather than on the program itself, members of the public invest- 
ment school will be accused of “selling America short” when they argue 
| that public investment is necessitated by a widening secular gap be- 
tween saving and private investment opportunity. (3) In the end, these 
arguments plus straightforward opposition to government competition 
will to a considerable extent prevail, especially since the concept of in- 
vestment (as contrasted with the concept of consumpticn) is somewhat 
lacking in broad popular appeal. The opposition will not prevent large- 
scale public investment projects from being undertaken, but almost 
certainly will prevent full employment from being maintained by this 
method—which is the question that concerns us here. 

At this point it may also be well to emphasize that some of the the- 
 oretical apparatus most commonly associated with the case for a public 
investment solution does not prove that public investment is the answer 
to the problem. The multiplier principle indicates that an increment 
of aggregate investment will produce a more than equivalent increase 
in national income, since it will also raise consumption. It does not tell 
us that an expansion of public investment will yield a corresponding in- 
crement (or, for that matter, any increment) of aggregate investment; 
this prior question cannot be resolved unless we know the reactions 
of private enterprise to the public investment program, and these re- 
actions may well depend on the point to which the latter is pushed, as 
suggested above. 

Similarly, the principle of relative constancy of the consumption-in- 
come ratio, or consumption function, or propensity to consume does 
not tell us that a tendency for saving to exceed investment at full-em- 
ployment levels must be corrected by expanding investment. For it 
does not settle the question whether public policy might not equally 
well or better expand consumers’ incomes or their disposable cash 
directly, and in this way increase consumption instead.* 


Elements of an Alternative Program 


3. While the “mature economy” or “secular stagnation” thesis— 
the suggestion that the passing of the frontier and the slowing of popula- 
tion growth are narrowing private investment opportunities—is under 


] 


real terms, total consumption would be greater and saving less than if the gap were 
ed by expanding investment; i.e., the whole schedule or curve representing the “pro- 

’ to consume would lie at a higher level, and the whole schedule or curve repre- 

the “propensity” to save would lie at a lower level. But this need not interfere 
i1yone’s personal thriftiness or right to save. Individuals would have more cash and 
llar savings would actually increase somewhat at the same time as their spending 
creased. This would not necessarily involve anything more than a shift along a given 
ical schedule or curve relating dollars of consumer saving to dollars of consumer 
disposable income. (See below, especially section 7 and Table I.) 
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fairly heavy fire,’° the familiar ccn lusion from this premise seems to be 
taken at face value. It appears to be pretty generally believed that 
if there is a deficiency of private investment, relative to the tendency to 
save at full-employment levels of income, the gap must be closed by 
expanding aggregate investment. The other alternative would be an 
increase in consumption, which would involve a reduction of aggre- 
gate real saving. Before this alternative is examined directly, considera- 
tion will be given to the elements that a program would have to contain 
to meet the objections raised above against the public investment ap- 
proach. 

The objection on the ground that public investment invites an uneco- 
nomical allocation of resources would be met if it were possible 
to have a full-employment program in which public investment was 
limited to permanent priority items and fill-in items according to the 
following criteria: (1) The permanent priority items would be only 
those which the majority of persons would prefer as against the alterna- 
tive of individual consumption out of individual incomes, supposing 
that existing incomes could be adjusted to the necessary level under a 
politically feasible program of direct support to individual consumption. 
(2) The fill-in projects, which would be drawn from a well-planned 
shelf of public works or work projects, would be operated only when 
needed to offset short-term deficiencies in employment opportunity that 
might develop in spite of maintenance of consumption at levels regarded 
a priori as adequate to secure full employment.” These residual deficien- 
cies would still occur from time to time, particularly as a result of 
changes in the rate of introduction of new inventions, fluctuations in the 
rate of replacement of fixed equipment, and, perhaps, fluctuations in 

* The “mature economy” thesis is liable to overstatement, as pointed out by Kuznets. 
(Simon Kuznets, review of Alvin H. Hansen’s Fiscal Policy and Business Cycles, in Rev. 
of Econ. Stat., Vol. XXIV, No. 1 [Feb., 1942], pp. 34-35.) Moreover, if the conditions of 
the problem can be changed by making effective demand correspond more closely to needs, 
intensive investment will obviously have greater scope than hitherto; this seems to be the 
one element of value in Moulton’s comments on the subject. (See Harold G. Moulton, 
The New Philosophy of Public Debt, Washington, Brookings Inst., 1943, pp. 21-29, and 
other writings.) Generally speaking, however, after making all due allowances for the 
probable discovery of important new natural resources within existing frontiers, for 4 
possible rise in the rate of invention, etc., one would hardly expect on. factor (technological 
progress) to be able to provide as much opportunity for private investment in the future 
as was formerly provided by three factors combined (technological progress, rapid. popu- 
lation growth, and territorial expansion). This is particularly the case in view of the 
power of monopolistic concerns to hold back the introduction of new processes, and the 
further fact that many new processes are likely to be capital-saving rather than capital- 


expanding. Private investment may flourish again as in the past, but no disparagement 
of American initiative need be involved in the suggestion that the chances are against it. 


“In the immediate demobilization period, a program to maintain consumption would 
aim at levels calculated to buy all the consumer goods that it will be possible for industry, 
under stress of reconversion, to produce; see section 12. 
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inventories. The items on the regular list would be in place of alternative 
output, but would represent a better allocation of resources so far as it 
is humanly possible to judge such matters. The only alternative to the 
fill-in projects, when these were required, would be no output at all. To 
put it differently, the development of an employment gap in spite of 
measures taken to provide business with sufficient customers would raise 
the marginal value of public investment as a whole and require the 
inauguration of the projects highest on the waiting list. To be sure, there 
are bound to be sharp differences of opinion about some of the items 
that might be included on the regular program. But the democratic 
process resolves these differences into some kind of answer at any given 
moment and should be able to express the state of public opinion with 
fair accuracy as time goes by. 

The element required to meet the second objection against the public 

investment approach—that it does not squarely meet the over-saving 
problem—would be direct control over total consumer spending. If it 
were possible to exercise such control, consumption could be held 
at a level adequate to maintain full employment—.e., full employment 
with private investment taking its natural course and public investment 
operating according to the principles enunciated above. Thus, any over- 
saving or under-spending tendency would be corrected instead of cov- 
ered up, as under a policy of equating investment to saving. 
If it were possible to control total consumer spending, then it should 
also be possible to underwrite this total. To do so would seem desirable 
from the standpoint of giving solid encouragement to private enter- 
@ prise while restraining speculative excesses. In short, consumer spend- 
™ ing might be (1) controlled, (2) held at levels permitting public invest- 
ment to represent on the whole a deliberate social choice of products 
for their own sake rather than in large part a bowing to the supposed 
necessity of filling an investment gap, and (3) underwritten to allow 
the prospective demand to exert its full stimulating force upon all 
enterprises producing goods or services for market. If all this could 
be done, it would appear that the third objection, the discouragement 
to private enterprise inherent in an all-out compensatory public invest- 
ment program, might also be avoided. 


4. What has been suggested may be summed up as the principle of 
burden of proof for investment, the principle of underwriting or insur- 
ing the economy as a whole, and a combination of these principles 
through application of the underwriting to aggregate individual con- 
sumption. 

The principle of burden of proof for investment implies that the cri- 
terion for the appropriate volume of private investment should be its 


ie 
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natural response (in terms of expansion and replacement) to changes 
in tastes and techniques, and to levels of and changes in rates of in- 
terest; that the volume of public investment should be decided by judg- 
ing the end products on their merits as against alternatives that might 
result from higher levels of individual consumer spending and that the 
balance of our resources should be employed producing goods and serv- 
ices to be bought by individual consumers in the proportions they 
think best. In other words, this principle rests on the premise that 
“over-saving” really means over-saving (under-spending) and not un- 
der-investment. 

Public investment may from this standpoint be considered as in- 
cluding all public spending for goods and services, and hence extends 
not only to the purchase of munitions by the army but also to all col- 
lective consumption in the sense of community expenditure for general 
public use (as opposed to consumption represented by individual con- 
sumer spending). Thus, it covers public expenditure for free medical 
service as well as for construction of hospitals and clinics; for teaching 
and free school lunches and library service as well as for construction 
of schools and libraries; for the maintenance as well as the laying out 
of parks and playgrounds. The principle of burden of proof for in- 
vestment therefore implies that community consumption, like public 
investment in producer goods, should stand on its own merits—which 
are often quite sufficient—and should yield to individual consumption 
wherever the superiority of the former over the latter has not been 
established. Expansion of community consumption merely to com- 
pensate for absence of other demand would fail to satisfy require- 
ments, since the principle in question rests on the assumed desirability 
of individual consumer sovereignty as well as on the supposition that 
production should be carried on for the sake of consumption. 

The principle of underwriting the economy rests on the inference 
that underwriting the effort of private enterprise is better than con- 
tinually meddling with it here and there, so long as private enter- 
prise is supposed to be held in esteem. Of course, it does not preclude 
government ownership and operation or government regulation where 
necessary or desirable. Nor does it imply that new rigidities should Le 
introduced through a guaranteeing of markets to individual producers 
or individual industries. But it does postulate the desirability of assur- 
ing an adequate effective demand in the over-all sense—the desirability 
of seeing that the “game of hazard,” as Keynes calls it, played by bus: 
ness men should not be one in which, to continue his phrase, “the 
players as a whole will lose if they have the energy and hope to deal 
all the cards.”” 


* Keynes, op. cit., p. 381; italics in original. 
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The application of the underwriting to aggregate individual con- 
sumption (as well as to employment as a whole) appears desirable if 
the two underlying principles are valid. A guarantee to fill all em- 
ployment gaps with public investment, without a simultaneous guar- 
antee of an adequate over-all consumer market, would prevent (if it 
could be made good) a decline in consumer income but would still ex- 
pose the economy to over-saving—concealed by a corresponding degree 
of over-investment.** A nonspecific guarantee to offset saving one way 
or the other—either by expanding public investment or by supplement- 
ing consumers’ spending by way of their incomes—might or might not 
eliminate over-saving, depending on which of the two courses the 
government elected to follow. But in any case it would create needless 
uncertainties and broaden the opportunities for arbitrary government 
action. 

5. We may now formulate a preliminary outline of how a policy of 
underwriting aggregate consumer spending would operate—always as- 
suming that practical means could be found for executing the steps 
required. After that the question of ways and means will be explored. 

It is clear that the steps to be taken by the government would be 
three in number. (1) The government would first have to calculate the 
“right” dollar amount of aggregate individual consumer spending (say 
for the next year)—this being the amount the confident anticipation 
of which would be expected to stimulate full employment, with public 
investment limited to items wanted for their own sake. The government 
would announce this amount and would guarantee that consumers’ in- 
comes would be adjusted if necessary so that the designated amount 
of spending would actually be forthcoming. (2) It would next have to 
fill the employment gap, if one occurred in spite of the inducement to 
private enterprise afforded by the guarantee of consumer spending, by 
starting or expanding appropriate projects from the public work shelf. 
(3) Finally, it would have to expand or reduce total consumer spend- 
ing via consumer cash incomes,"* if and as this proved necessary, in 

/.e., over-saving in relation to genuine investment opportunity; over-investment by the 
same criterion, or, in other words, in relation to the amount really needed. 

“This article will not discuss the ways in which public work projects and direct pay- 


s to consumers might be financed, but it will suggest that on the whole a full-employ- 
ent program based on the underwriting of aggregate consumer spending might cost the 
vernment less than a full-employment program based on public investment. (See sec- 
ind 15.) Presumably taxes that increase business costs or reduce consumer buying 

uld be ruled out as sources of revenue for such government expenditures, since 
suld operate to defeat the central purpose. On the other hand, savings that are not 
ted would provide a source from which funds might be secured by borrowing or 
n without detriment to production and with the positive advantage that policies 
this line would tend to obviate the need for monetary expansion except as required 

| productivity of the economy. A parenthetical word may be added here about 

public debt. The most important consideration with regard to the post-war public 
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spite of the existence of full employment and a full-employment-caused 
volume of income payments, in order to prevent under- or over-fulfill- 
ment of the guarantee.” 

As shown in the figure below, numerous combinations or sequences of 
events would be possible—six altogether. (The squares represent the 
amount of employment necessary for full employment, while the circles 
represent the dollar amount of consumer spending underwritten—on the 
left — and then realized — on the right.) The underwriting of con- 
sumer spending might or might not altogether obviate the need for a 


REALIZED AMOUNT OF 
CONSUMER SPENDING 


AMOUNT OF 
EMPLOYMENT 


UNDERWRITTEN AMOUNT OF 
CONSUMER SPENDING 


WLM 


“RESULT OF NORMAL 
GOVT EXPENDITURES 


fill-in program of public work projects. Full employment, whether 
achieved with (A) or without (B) fill-in employment, might result in 
aggregate consumer spending equal to the amount guaranteed (X), 
might require an addition to consumer incomes to increase their spend- 
ing in order to realize the guarantee (Y), or might require a deduc- 
tion from consumer spending to prevent over-fulfillment (Z). 


debt appears to be that it should not be allowed to occupy the center of the stage in 
discussions of general economic policy. This can hardly be emphasized too strongly. Pro- 
ponents of measures to maintain the level of production and employment sometimes permit 
themselves to be sidetracked on this issue and then placed in a position where they seem 
to be advocating public deficits and a rising public debt as ends in themselves. It would 
be more convincing if they would show (1) that full employment, even if it involves 
expansionist public spending, is cheaper for society than unemployment, (2) that the 
measures they advocate for support of full employment involve less public spending that 
alternative measures capable of realizing the same objective, (3) that public borrowing is 
necessary to finance the necessary spending in so far as taxation and the issuing of paper 
money are not deemed suitable, and—then only—(4) that the resulting rise in the public 
debt will not have the injurious effects that many believe to be indicated. (1) and (?) 
are the crucial arguments, not (4). 

*The question of the margin to be allowed between minimum and maximum limits of 
aggregate consumer spending is considered in section 8. 
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The Underwriting and Control of Aggregate Consumer Spending 


6. As a practical matter, how could aggregate consumer spending be 
guaranteed? How could any guarantee be made good? First and fore- 
most, how could consumer spending be raised when it threatened to 
fall short? 

The general answer to this half of the problem,” as already sug- 
gested, is that consumer spending would be raised by giving consum- 
ers additional spending power. This could be handled in a variety of 
ways. Congress would, however, presumably want to consider the fol- 
lowing principles in ruling how this should be done. (1) Adequacy of 
amount: the formula selected would have to permit payments to be 
made to consumers up to a total sufficient to take care of any under- 
spending likely to arise in a full-employment situation. (2) Broad and 
fair distribution: (a) payments should in general go to the broad 
ranks of Americans throughout the country, which means in effect that 
a large part of the total would go to low-income groups. This is neces- 
sary for reasons of equity, and it is necessary also in order to keep down 
the cost to the government, since the low-income groups would spend a 
larger fraction of these payments and save less. (b) The purpose of 
maintaining the over-all market should not, however, be subordinated, 
or normal competitive incentives undermined, by treating the under- 
writing program as essentially a vehicle for redistribution of income. 
(c) The distribution should not favor special interest groups. In gen- 
eral, wherever particular groups have a legitimate claim to preferential 
treatment, such treatment should be accorded by special legislative 
enactment and not by introducing biases into the program for main- 
taining the over-all spending level. Any balancing payments required 
under the latter program should be made available to the general public 
with a minimum of distinctions between persons. (3) Flexibility: the 
formula would have to contain within itself, as part of the policy laid 
down by Congress, features enabling the payments to be started, 
stopped, expanded, or contracted on short notice (say, each quarter) 
so as to adapt to changes in the ratio of consumers’ spending out of 
their regular incomes. (4) Operating simplicity: the program should not 
be unduly complicated in administration, and as far as possible it 
should use agencies and mechanisms already in operation. 

It is not the purpose of this paper to suggest what formula would 
best meet these and any other necessary specifications. That is the 
kind of general policy decision that can only be made by the American 
people acting through their elected representatives. Some typical alter- 
natives, which by no means exhaust the possibilities, may, however, be 
mentioned to show that the problem is soluble. 


Prevention of excessive consumer spending will be discussed in section 8. 
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Gne possibility of considerable interest is that of timing the re- 
payment of war bonds according to the need of the post-war economy 
for restricted or expanded consumer expenditure. The practical im- 
portance of this alternative is no doubt related to the question whether 
or not the United States shortly adopts a program of forced saving to 
raise revenue and combat wartime inflation. By the end of 1944 some 
50 billion dollars’ worth of war savings bonds might be outstanding, 
of which 20 billion, possibly, might have been subscribed under a forced 
savings plan involving rebatable income or Victory taxes and rebatable 
sales taxes. In enacting such legislation, Congress might retain for the 
government the right to pay back these savings by redeeming the bonds 
any time within, say, five years after the end of the war. A similar stip- 
ulation might be attached, in conjunction with tax exemption privi- 
leges, high interest iates, or some other special inducement, to future 
issues of war bonds subscribed voluntarily or exchanged for present 
holdings of demand bonds. At the right time after the war the govern- 
ment might, furthermore, encourage redemption of bonds not callabie 
at government optior by offering full value on accrual bonds if turned 
in promptly and correspondingly favorable terms on other issues. 
Conceivably the government might also, by appropriate concessions in 
the form of higher interest rates, acquire substantial control over the 
timing of interest payments. 

It appears unlikely, however, that any combination of such devices 
could secure to the government the disposition or timing of payments in 
excess of, say, 30 billion dollars altogetiier, on the basis of war bonds 
subscribed by the end of 1944. Moreover, a large fraction of such 
payments would undoubtedly be reinvested or held in bank accounts 
rather than spent; even assuming a iarge forced savings program 
heavily weighted to build up the bond holdings of the low-income 
groups, the increment of consumer spending would hardly exceed 50 
per cent of interest and principal payments on the bonds. It therefore 
appears that the total expansive effect to be gained in this manner is 
limited—although less limited the longer the war and the period of 
bond accumulation. It also seems self-evident that bond redemption 
does not in itself provide an instrument of fine precision for adjusting 
aggregate consumer spending to guaranteed levels. On the other hand 
this mechanism, if skillfully handied, could be useful for securing rough 
first approximations, or at any rate movements in the desired direc- 
tions, in the early post-war years. 

Another possible formula for raising consumer spending in order 
to achieve guaranteed levels involves the rebating of ‘axes paid by in- 
dividuals—+.e., the payment of rebates over and above those which 
may have been provided for in advance in connection with wartime 
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forced savings programs. Such payments might be made on the prin- 
ciple that it is sound policy to give individuals back their own money to 
spend when enterprise requires larger markets in order to prosper. The 
rebates might be applied to the previous year’s income taxes and pay- 
roll taxes, with provision in the latter case that the government would 
reimburse the social security accounts for any sums drawn out for 
this purpose, to prevent impairment of the funds available for bene- 
fits. Any spendings taxes or sales taxes enacted could likewise be re- 
bated; as a simpler though cruder alternative to requiring the presen- 
tation of sales tax receipts, payments might be made based on standard 
assumptions regarding the sum of all indirect taxes borne by the average 
family or individual. The total of the taxes levied on individuals in any 
one year—which, including payroll taxes, would perhaps have a gen- 
eral order of magnitude around 10 billion dollars—provides a measure 
of the maximum amount that could be rebated. 

Of course, if suspension or forgiveness of current taxes were added 
to the rebating of taxes for the previous year, the effect would be 
doubled temporarily, but with the result that in the following year the 
principle could not be applied except on the pretext that the taxes paid 
several years before were now being returned. The tax rebate device, 
therefore, like the timing of bond redemptions, has definite quantita- 
tive limits. Nevertheless it might have merit as a control mechanism 
within a limited range of operation, particularly if applied to taxes 
levied on low-income groups, such as payroll taxes,’ the refunding of 
which would increase consumers’ spending considerably more in pro- 
portion than would the refunding of even a broadly based income tax 
with low exemptions. 

A third possibility would be a system of “national income security 
payments” on the basis of residual equity claims assigned to the gen- 
eral public. All families and single persons throughout the country 
might be treated as though they were the holders of stock in a business 
enterprise. Assuming 30 million families and 10 million single persons, 
the payment of $100 (tax free) to each family and $50 to each single 
person, for example, would increase total disposable income by 3.5 
billion dollars. Making the conservative assumption that 80 cents 
out of every dollar thus distributed would be spent by the recipient for 
consumers’ goods or services (which probably underestimates the mar- 
ginal ratio of spending to saving in this case), consumer spending would 
thereby rise to the extent of 2.8 billion dollars. A doubling of the div- 
idends would almost double the effect upon spending. The rates.actually 
applied would depend on how much expansion was required, so that 
this kind of formula, coupled with quarterly distribution, and used 


"Or to a spendings tax; cf. discussion in section 8. 
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either alone or with the other devices when they were insufficient, would 
permit of complete flexibility over an unlimited range. 


7. Because of the relative unfamiliarity of some of the available 
devices for expanding consumption directly, a discussion of them may 
have a tendency to obscure two points that it is essential to bear in 
mind. The first is that the subsidization of consumption here contem- 
plated is merely such subsidization as may be needed (but at other 
times will not be needed) to prevent under-spending’® from occurring 
in conditions of full employment—the full employment having been 
secured either with or without fill-in programs of public works. The 
second is that the costs and difficulties of this procedure for maintain- 
ing full employment must be weighed against the costs and difficulties 
inherent in other methods. 

To make this clear and specific, two parallel columns of figures have 
been set up in Table I showing a hypothetical post-war total and 
breakdown of the national product and the uses made of distributed 
income. The first column depicts a condition of full employment secured 
by underwriting aggregate consumer spending and subsidizing it to 
offset over-saving; the second column depicts a condition of full em- 
ployment secured in the same over-saving situation through compen- 
satory public investment. Interpreted in prices that prevailed in the 
first half of 1943, the gross national product of 170 billion and the 
other magnitudes involved might be those of 1946, assuming the war 
had closed at the end of 1944. The quantities shown are, however, only 
illustrative and do not represent forecasts. 

In the first column it has been assumed that government expenditures 
for goods and services, including construction, defense, salaries, interest 
on the public debt, and other expenditures (not forgetting essential 
public expenditures along these lines in connection with expanded pro- 
grams of education, health, slum clearance, and conservation) , amount 
to 24 billion altogether.’® This means, if full employment requires or 
will yield a gross national product of 170 billion, that the private sector 
of the economy must utilize 146 billion dollars’ worth to achieve full 
employment. Assuming that private gross capital expenditures, includ- 
ing a large housing program, amount to 22 billion,” the full-employ- 
ment level of consumption output is 124 billion. 

A gross national prod.ict of 170 billion might involve a national 
income of 140 billion, with business taxes, depreciation, and other 


* T.e., under-spending in relation to the underwritten amount, which in turn was orig- 
inally judged sufficient to be likely to secure full employment without resort to fill-in public 
investment ; see previous discussion. 

* So-called transfer payments, such as payments from social security funds, are excluded. 

* No change is assumed in inventories of consumption commodities. 
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charges making up the difference. If corporate savings amount to 4 
billion, this leaves 136 billion to be distributed by business enterprises. 
If employer and employee contributions to social security funds, 


TABLE NATIONAL Output, INcoME, Savincs, CONSUMPTION, 
ETC., FOR FULL EMPLOYMENT IN 1946, ASSUMING 
END OF WaR IN DECEMBER, 1944 


(in prices of January-June 1943) 


Full 


Employment 
via Under- Full 
writing Employment 
Item Approach, via Public 
Investment 
Approach 
sumption 
Subsidy 
(in billions) 
1. Gross national product (2+3) $170 $170 
2. Government expenditures for goods and services: 
a. unadjusted 24 24 
h. adjusted for $8 billion public investment fill-in 32 
Goods and services available for private use (4++5) 146 138 
Private gross capital expenditures 22 22 
5. Value of consumption output 124 116 
National income 140 140 
7. Business savings (corporate business) 4 4 
8. Distributed income (total shares transferred by business 
enterprises) (6-7) 136 136 


Income payments (8, adjusted for social security and 
other transfers): 

a. unadjusted for subsidy 134 134 
uijusted for $10 billion subsidy to consumers* 144 
Direct personal taxes 8 8 
11. Disposable income (9-10): 
1. unadjusted 126 126 
adjusted for $10 billion subsidy to consumers* 136+ 

t individual savings: 
a. tendency to save from current income 15 
b. tendency to spend war savings 5 
unadjusted savings (a-b) 10 10 
wings adjusted for 20% of $10 billion subsidy 12 
3, Consumer spending: 
unadjusted (11a—12c) 116 116 
adjusted for 80% of $10 billion subsidy 124 


ibsidization of consumption may or may not increase income payments and disposable 
(as these terms are ordinarily used) , depending on the method of subsidization followed. 
For example, repayment of war bonds may be conceived of as raising consumer spending with- 
t g disposable income or income payments; tax reductions and tax rebates may be re- 
increasing disposable income as well as consumer spending, but not income pay- 
nd special ‘national income security payments” will evidently expand income pay- 

s as well as disposable income and consumer spending. 
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et cetera, exceed the transfer payments from government consisting 
largely of the benefits paid out from such funds—as may occur on a 
fairly large scale under programs at present contemplated—income 
payments coming into the hands of consumers at full-employment levels 
of production may amount to only, say, 134 billion. If the government 
takes 8 billion in direct personal taxes, that leaves a disposable income 
or purchasing power of 126 billion. At this level of current disposable 
income, consumers may have a “normal” tendency to save 15 billion. 
But, quite independent of current income, they will also still have large 
accumulations of war savings, which they may decide to cash and 
spend to the extent of 5 billion, thereby lowering net individual savings 
for consumers in the aggregate to 10 billion, and leaving 116 billion 
to be spent for goods and services. 

Consumer expenditures of 116 billion cannot buy consurption out- 
put worth 124 billion without serious losses to the producers of that 
output. (Of course, this larger output may conceivably be produced 
and the unsold portion added to inventories—a form of capital forma- 
tion—but that will discourage production in the ensuing year.) Under 
a program of underwriting aggregate consumer spending, private enter- 
prise, given a guarantee of a consumer market of 124 billion, would 
have a reasonable incentive to produce that amount. If it does so, this 
will secure full employment, i.e., the 170-billion gross national product 
shown in the table, without the need for fill-in public works,” since 46 
billion dollars’ worth of output is being produced for other buyers—24 
billion for government agencies and 22 billion for private purchasers of 
capital goods. To make good on this guarantee, however, government will 
have to subsidize consumer spending power, by one of the methods dis- 
cussed above or some other method, sufficiently to raise actual consumer 
spending from 116 billion to 124 billion. Assuming a marginal propensity 
to consume—speaking in terms of dollars available for consumer spend- 
ing—of 0.8, the subsidy required to expand consumer spending by 8 
billion is 10 billion. This balances the picture, enabling business as 4 
whole to sell its product without loss. Incidentally, it also somewhat 
increases consumers’ dollar savings. 

At this point, comparison should be made with the figures in column 
two. According to the public investment approach, the picture is bal- 
anced in another way. Instead of lifting consumer spending from 116 
to 124 billion, a consumption output of 116 billion is assumed to be 

** Under certain circumstances, a fill-in (which in the illustration will raise government 
expenditures for goods and services above 24 billion) wiil still be needed, as is fully 
explained elsewhere. The case under discussion here, however, is case B—Y according to 
the notation in Figure 1. This simplification does not affect the main contrasts between 
the underwriting approach and the public investment approach which it is important to 
establish at this point. 
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the most obtainable, and 8 billion dollars’ worth of additional public 
investment is undertaken to close the gap between 162 billion of 
private plus normal public production, on the one hand, and the 170 
billion required for full employment, on the other. 

It will be observed that, with the figures used in this illustration, the 
compensatory spending required by the public investment approach 
amounts to only 8 billion dollars, whereas it comes to 10 billion (or 
at any rate some figure higher than 8 billion, the exact amount depend- 
ing on the marginal propensity to consume) according to the under- 
writing approach. There are, however, certain dynamic considerations, 
to be noted later, which seem likely to make the underwriting approach 
an instrument of budget economy if applied over a period of years.” 
Moreover, even in the immediate situation it should be recognized that 
the 8-billion figure rests on certain assumptions, extremely favorable 
to the public investment approach, which are by no means certain to 
be realized in practice. 

In the first place, consumption goods are perhaps rather unlikely 
to be produced in the amount indicated unless the government definitely 
pledges itself to support income payments (if not consumer spending) 
by closing all employment gaps with public investment. That is, while 
they might as a result of speculative activity be produced even in 
excess of the volume indicated, the real basis for a consumption output 
of 116 billion is less solid in this case than is the basis for a consump- 
tion output of 124 billion under the alternative program, unless the 
government specifically guarantees full employment—without which 
consumer spending will not reach 116 billion. In the second place, the 
production of capital goods as well as the production of consumption 
goods requires a reasonable amount of encouragement. If 22 billion 
of private capital formation is the quantity to be expected with con- 
sumer spending underwritten at high levels for the current year and 
for succeeding years as well, a question may be raised whether the 
same quantity is likely to be forthcoming in the absence of such assur- 
ances. Finally, it is not certain that private production—in particular, 
private capital formation—may not be rendered somewhat cautious 
and pessimistic as a result of the additional government participation 
in or responsibility for production represented by the public investment 
fill-in. If it so happens, for example, that as the result of these various 
considerations private consumption output amounts to only 114 bil- 
lion, and private gross capital expenditures to 18 billion, the necessary 
investment fill-in will cost the government 14 billion instead of only 8. 


8. A program of underwriting aggregate consumer spending involves 


™ See section 15. 
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the idea that spending will be held down to the guaranteed level as well 
as that it will be kept from falling below this level. This two-way 
operation is one of the advantages of such a program, since it makes 
it possible to link anti-inflationary measures, when they are needed, 
with the promise that anti-deflationary steps will be taken later on. 

The criteria by which any formula for contracting consumer spend- 
ing should be judged are essentially the same as the criteria applicable 
to programs for expanding this spending—namely, adequacy of amount, 
broad and fair distribution (in this case, distribution of the deductions 
from spending power), flexibility, and operating simplicity. With re- 
gard to broad and fair distribution, the plan definitely must restrict 
the spending of the average man, but, on the other hand, it should be 
so framed as to avoid regressive features such as are found in the 
ordinary nongraduated sales tax. 

The spendings tax, which in one form or another seems capable of 
satisfying these requirements remarkably well, provides an example 
here. It can restrict spending to any desired extent, both by reducing 
disposable income and also by causing some people to save more of 
their disposable income and spend less. It can permit exemptions ac- 
cording to family status, and employ the principle of progression in 
accordance with ability to pay. It can be collected along with the 
income tax, thus simplifying the administrative problem. Like the in- 
come tax, it can in large part be withheld at the source on a current 
or short-interval basis, thus allowing the brakes to be applied to con- 
sumer spending, and again released, without any loss of time. 

A point requiring further analysis, and perhaps some experimenta- 
tion, is the width of the margin that should be allowed between mini- 
mum and maximum levels of aggregate consumer spending. The 
guarantee should not be so inflexible as to create administrative prob- 
lems out of all proportion to the gain to be hoped for from elimination 
of a fractionally small upward pressure on prices. On the other hand, 
the controlling agency could probably operate quite comfortably with 
the top limit standing only a very slight percentage above the guar- 
anteed minimum. For example, experience might show that a 2 per 
cent margin was sufficient. In that case, under the conditions illustrated 
in Table I, an underwriting of consumer spending at a level of 124 
billion dollars would mean that the government would not allow the 
total to fall below 124 billion or rise above 126.5 billion. 


Problems of Administration Connected with an Underwriting Program 


9. There would be two main problems of administration involved 
in carrying out a program of underwriting aggregate consumer spen¢- 
ing. First, there would be a problem of adjusting aggregate employmer! 
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to prevent the development of unemployment, which might well 
necessitate public work projects in spite of the inducement to private 
production afforded by the guaranteed support of consumer markets, 
although hardly on anything like the scale required in the absence of 
this guarantee. Second, there would be a problem of adjusting aggregate 
consumer spending to guaranteed levels, which might well be necessary 
in spite of full employment, although usually not to the extent that 
would be required in the absence of full-employment-caused levels of 
consumer income. Both problems call for flexible administrative con- 
trol, applied in accordance with policies established by Congress. The 
administrative agencies in question should presumably be required to 
submit reports to Congress at regular intervals. 

To maintain full employment, the U. S. Employment Service would 
require current information on the size of the labor force and the 
number of persons employed, together with an official definition of the 
number of persons constituting “normal frictional unemployment.” 
This might be a fixed number (such as 2.25 million) or it might be a 
number fluctuating seasonally (between 2 and 2.5 million, for ex- 
ample), depending on the rule worked out by experts and approved 
by Congress. The absolute size of this normal slack in the system 
would necessarily depend, in part, on the amount of technological de- 
velopment and other change, requiring disemployment and re-employ- 
ment, going on throughout the country. In part it would depend on 
decisions previously made as to the amount of effort and money that 
should be devoted to improving the nation’s training and placement 
services. And, finally, it would depend on how “tight” a labor market 
was considered workable and desirable. On the last two points the 
major parties at interest, employers and organized labor, would pre- 
sumably want to have a voice before action was taken leading to official 
designation of the number of persons, on record as wanting to work, 
who could be jobless without creating excess unemployment—.e., an 
unemployment situation in the technical or operational sense. 

Whenever the Employment Service anticipated the development of 
unemployment in excess of normal frictional unemployment, it would 
notify the Federal Works Agency to be ready to start public work 
projects of some appropriate type in the regions where the unemploy- 
ment problem was expected to center. This presupposes that an ample 
shelf of useful public work projects would be in readiness. The shelf 
should place at least as much emphasis on small as on large projects, 
to facilitate termination when private employment opportunities again 
expanded. It should include nonconstruction projects (in the fields of 
public health, education, research, recreation, conservation, and gen- 
eral public welfare) as well as heavy and light construction items, so 
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as to provide fair opportunities for women and others who cannot 
or should not be asked to enter the construction industry. It should 
exclude all such projects as do the community no good and offend the 
worker’s self-respect. 

When employment in private production and regular public activities 
fell short of the total labor force by more than normal frictional un- 
employment, appropriate public work projects should be started— 
preferably by state and local units if they were ready to start them. 
Employment on such projects should be on a par with other local 
employment so far as concerns wage rates for similar types of work 
and working conditions. It should also be on a par with other employ- 
ment in the matter of the number of hours worked per week and per 
month. An incentive to return to private employment as soon as pos- 
sible would remain, for many persons, because of the manifest impos- 
sibility of using individual skills and meeting individual job preferences 
on public works even as well as this is ordinarily accomplished else- 
where, and, more generally, because of the uncertainty of job tenure 
on the fill-in program. 

This particular uncertainty should be deliberately fostered, through 
establishment of the principle of priority for private construction and 
private work in general. When private employers were ready again to 
expand employment at locally prevailing rates of pay, et cetera, they 
should be assisted to do so by being assigned prior claims to locally 
available labor (and equipment and materials), as well as to labor 
available on a voluntary basis through interregional clearance. In other 
words, the Employment Service should be kept informed by private 
employers of their prospective needs for labor, and at the proper time 
this agency should give notice to the Federal Works Agency to reduce 
or terminate its fill-in operations as rapidly as possible consistent with 
preserving the value of the work already done. 


10. The other major administrative problem connected with an un- 
derwriting program would involve the Treasury Department, Office 
of Economic Stabilization, or some other agency set up to administer 
fiscal policy in the interests of full-employment stability. The agency 
in question would be charged by Congress with the continuing duty 
of expanding or contracting aggregate consumer spending power, in 
accordance with the law, to the extent that might prove necessary 
to make actual consumer spending correspond to the guarantees previ- 
ously given. In short, power would have to be delegated to this agency 
to make distributions of money, and to suspend, increase, or evel 
impose certain taxes under conditions prescribed by Congress.” Cor- 


* Congress might levy the taxes in question, but suspend their application subject to 
the finding by this agency that it was necessary to carry them into effect (at some rate 
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gress would determine what formulas should be used for expansion and 
for contraction. The agency in the executive branch would exercise 
discretion as to the rates of subsidy or tax required to effectuate the 
policy. 

As the basis for action, the executive agency would compare the 
current rate of consumer spending, as shown by the series prepared 
by the Department of Commerce on “consumer expenditures for goods 
and services” (if that were designated the official series) with the 
“right” rate, derived by applying appropriate seasonal factors to the 
guaranteed total for the year. The quarter might be the most con- 
venient unit of time for administrative purposes. A guarantee of 124 
billion dollars of consumer spending for the year might mean a norm 
of 29 billion for the comparatively slack first quarter. If, in fact, con- 
sumers were spending at a rate of only 27 billion, the agency would 
proceed to increase consumer spending power, as prescribed by law, 
by an amount believed to be at least large enough to make up the 
2-billion deficit in spending (i.e., by at least 2.5 billion, if the form 
of subsidization prescribed appeared to involve an 0.8 marginal pro- 
pensity to consume). If, on the other hand, consumers were spending 
at a rate of 31 billion, the agency would order the application of a 
spendings tax formula, or other formula prescribed for contraction, 
at rates which in its opinion would effect about a 2-billion reduction. 
Proceeding thus on a quarterly basis and making due allowance for 
time-lags, the agency should be able to bring the year’s total of con- 
sumer spending, as indicated by the best statistics available, up to the 
minimum required to satisfy the guarantee and yet not above the 
maximum allowed. 

The points just discussed emphasize the kinds of delegation of au- 
thority by Congress without which it is difficult to conceive of main- 
taining stabilized conditions of full employment. In some respects these 
delegations of authority to the executive branch seem large, as com- 
pared with present practice. They appear to be necessary and legitimate 
means, however, for effectuating policy as laid down by Congress, and 
the actions of the agencies administering these laws would be circum- 
scribed in kind and limited in extent to the mandatory fulfillment of 
requirements clearly stated in the laws themselves. 


11. Determination of the proper amount of consumer spending in 
connection with an underwriting program would be a technical matter, 
presumably left to the executive branch but under policy directions 
from Congress, involving a number of considerations into some of 


not i e* ess of the rate designated by Congress) in order to prevent an excess of con- 
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which this paper will briefly digress but cannot enter in any detail. 
These considerations have to do with choices between alternative price- 
level policies, with prospective cost levels, with prospective levels of 
private capital formation, and with prospective levels of demand on the 
part of foreigners and the government itself. 

A large part of the statistical information suitable for preliminary 
estimates is provided in the various national income series and related 
series prepared in the Department of Commerce. In general it may be 
said that the various statistical estimates that would be required in 
connection with an underwriting program will have to be made in any 
case, whatever policies are adopted. It also may be said that the sta- 
tistical tools available to the government are constantly being improved, 
but that some over-all framework (such as would be provided by the 
program under discussion) is indispensable to ciarify what statistics 
are really needed and to bring these series into harmony with each 
other. 

As the over-all productivity of the economy rises with the passage 
of time, output available for individual consumption also is likely to 
rise, and thus an increase in aggregate consumer spending is required 
if the consumer-goods price level is to be free from downward pressure. 
If consumer spending rises more rapidly than consumption output, 
prices will tend to go up. If consumer spending falls, remains constant, 
or rises less rapidly than consumption output, prices will tend to fall. 
Thus, selection of the right trend in the guaranteed rate or amount of 
consumer spending—the particular trend that would be calculated 
to effectuate the preferred price-level policy—would require appraisal 
of trends in man-hour productivity, hours of work, size of the labor 
force as determined by population changes and other factors, and 
ratio of individual consumption output to gross product. Selection of 
the best price-level policy is a matter of some importance although 
probably not, inside reasonable limits, a major consideration. Inasmuch 
as the gains associated with price competition do not require a falling 
_ price level (since they depend on the relationships among prices and 

not on the way the average trend is moving), and inasmuch as a stable 
price level makes for justice between debtors and creditors, tends to 
discourage speculation, obviates the need to change publicly admin- 
istered or regulated prices repeatedly to keep them in line with other 
prices, and simplifies reckoning generally, price-level stability is likely 
to appear on the whole the best policy, at least in principle. It might, 
however, be decided on grounds of expediency (which will be examined 
below) to allow a gradual rise in the price level, notwithstanding the 
fact that this might tend to require some form of compensatory action 
to preserve normal relations in foreign trade. But in any event, so far 
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as the underwriting of consumer spending is concerned, the relations 
may be indicated by saying that, if the volume of consumption output 
purchased by individual consumers were expected to rise, say, 2 per 
cent each year, and if it were desired to hold the price level steady, the 
guaranteed aggregate of consumer spending should also rise 2 per cent 
annually. 

Naturally, the costs of doing business affect the amount of employ- 
ment that can be induced by any given dollar demand for end-prodrcts. 
Hence spontaneous rises in costs (as opposed to rises “imputed” back 
to the factors of production after a prior advance in business revenues) 
would, if they could not be prevented, create the practical necessity 
for a year-by-year increase in the guaranteed amount of consumer 
spending sufficient to permit prices to rise without restriction of the 
volume of production and employment. The question of increases in 
money rates of wages, which would be of particularly obvious and 
direct importance in this connection, will be taken up shortly. Similar 
considerations apply to levels of business taxes; also, perhaps in lesser 
degree, to interest charges and rent payments; also to financial prac- 
tices with respect to the allowances for depreciation, obsolescence, and 
insurance of various kinds which are treated as costs before profit is 
calculated. Finally, great significance attaches to the degree of unregu- 
lated monopoly power exercised by producers, since this affects the 
amount of production and empioyment that can be expected in associa- 
tion with a given total amount of net profit—or, stated differently, 
in association with a given combination of aggregate consumer demand 
and aggregate business cost. For example, if 124 billion dollars of con- 
sumer demand were sufficient to induce full employment with the given 
degree of monopolistic restrictionism in the economy as a whole, this 
same total of consumer demand would be insufficient for full employ- 
ment in a situation containing a greater amount of monopolistic restric- 
tionism, and more than sufficient for one characterized by a larger 
element of free competition. 

Turning to the demand side of the picture, it is clear that the size 
of the aggregate individual consumer spending guarantee requisite to 
induce full employment at a given price level would be fundamentally 
affected by the volume of output not sold to individual consumers— 
i.e., by the volume of output marketed domestically but paid for by 
business or the government,” and by the volume of output paid for by 
foreigners. In addition, if spending were defined as including only trans- 
fers of cash, allowance would have to be made for expansions and con- 
tractions of consumer credit, which equally affect the marketing of, and 


hence the inducement to produce, consumption output, notably in the 


“Also any self-subsistence production not otherwise allowed for. 
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important industries producing consumer durables. As a practical mat- 
ter, this last question is taken care of by the technical characteristics of 
the series on consumer expenditures for goods and services issued by the 
Department of Commerce, which measures the full value of output 
purchased on open credit and installment accounts rather than the cur- 
rent payments of cash on account of such items.” 

Like private domestic capital expenditures, the government’s ex- 
penditures for goods and services, whether for war or for peace, obviate 
the need for a corresponding volume of individual consumer expendi- 
ture. Payments by foreigners for American goods have a similar effect, 
this effect presumably corresponding rather closely to the magnitude 
of the item, net export of goods and services (or net change in foreign 
claims), as included in statistics of private gross capital formation. If 
experience should show that these quantities were peculiarly hard to es- 
timate in advance, it would be possible to ease the difficulty, without 
sacrifice of the essential principle involved in the guarantee, by making 
the amount of the guarantee contingent upon the realization of specified 
magnitudes of government purchases or net exports or both, the final 
total of individual consumer spending, however, to be subject to changes 
that would offset unexpected changes in these specified magnitudes. 
This safeguard would probably be unnecessary, although in the case 
of government expenditures for goods and services there might be an 
ulterior advantage in such an arrangement, since it would provide a 
technical loophole in case the agency charged with adjusting aggregate 
consumer spending miscalculated the propensity to consume to such 
an extent that it failed to bring aggregate consumer spending within 
the prescribed limits by the end of the year.” 


12. In the immediate demobilization period we face the twin dangers 
of unemployment on the one hand and price inflation on the other. 
In this situation the government should do everything possible to ex- 
pand civilian production, which will raise “.. ome payments, and at the 
same time do everything possible to hold consumer spending down to 
the level of the available consumption output. An underwriting program 
would help solve both parts of this problem. 

At the production end, the ultimate limiis to what can be done all at 


* Hence, net increases in consumer credit outstanding are treated as consumer dis-saving. 
(Money paid by consumers to buy residences is regarded as an element of saving, the 
houses themselves being treated as capital goods.) It should be noted that within a certain 
_ range the government could adjust total consumer spending (as defined in practice) 
toward guaranteed levels by res'ricting or encouraging the extension of new consumer 
credit. A progressive expansion of consumer indebtedness on a large scale would, however, 
hardly be desirable. 


* Cf. discussion of a closely related point in section 13. 


} 
> ri 
I 
a 
i! 
Il 
p 
D! 
| 
el 
pl 
| 
| 
Ve 
cf 
t 
4 
20 
j 4 
J 
} 


1944] PIERSON: UNDERWRITING CONSUMER SPENDING 45 


once will be the limits imposed by stubborn physical facts—the time 
required to re-tool plants, re-assemble materials and skilled labor, re- 
schedule production, re-build distributive organizations, and so forth. 
In spite of voluntary withdrawals from the labor force, the chances 
are certainly all against our escaping unemployment in the early months 
after the war, except on the basis of a sizeable program of public work 
projects. In this particular period, in the face of rapid military and 
industrial demobilization, fill-in public employment will be needed 
because of the sheer impossibility of bringing private industry into 
full-scale operation immediately, even if the effective demand for 
products appears to be virtually limitless. At the same time, if sound 
plans are made in advance, this necessity can be converted into a real 
opportunity to start clearing away our slums and filling accumulated 
deficits in construction items and services of various kinds. 

As a matter of fact, however, what is likely to happen, in the ab- 
sence of definite assurance that a slump in national income and buy- 
ing power is not going to follow a year or two later, is that private 
enterprise will look to the storm beyond the horizon and refrain from 
placing orders with the capital goods department of the economy. Even 
the current production of consumers’ goods may suffer some jolts, if 
the general public, with its current income reduced” and further trouble 
apparently looming ahead, spends more cautiously than had been ex- 
pected. If these situations should be permitted to develop, then ob- 
viously the attainment of full employment would require a far larger 
volume of public works than would be called for by the irreducible 
strains, lags, and frictions connected with transferring the economy 
from a war to a peace basis. What might be hoped for from an under- 
writing program would be a limitation of public works to the necessary 
minimum, as a result of the assurance given to private enterprise and 
consumers alike that buying power would remain ample and firm 
indefinitely. 

For purposes of illustration, we might assume that the rate of out- 
put possible under full employment six months after the war, measured 
in average prices for the first half of 1943, would be 160 billion (see 
Table I1).** Under an underwriting program, this gross national prod- 
uct might be built up as follows: normal government expenditures for 
goods and services, 31 billion, including armaments not yet fully tapered 
off and programs of housing, health, education, and conservation not 

“For example, factory workers who keep their jobs will take home 23 per cent less 


money when hours of work are cut from 48 (with time-and-a-half for overtime) down to 
+0, assuming that hourly rates remain unchanged. 


Bry 


Cf. Table I. Experience following the last war suggests that a decline in efficiency may 
e expected at this time, irrespective of the level of employment. 
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yet fully expanded to their peacetime levels, and including a sizeable 
lend-lease program of exports for relief and rehabilitation; supplemen- 
tary public program, 10 billion; private gross capital expenditures, in- 
cluding some replenishing of inventories, 19 billion; and consumption 
output, 100 billion. If income payments, including any special termina- 
tion allowances to servicemen and war workers, were running at this 
time at a rate of 128 billion figured on an annual basis, and ordinary 


TABLE II.—HyporueticaL Post-War OuTPUT AND CONSUMER INCOME, SAVING, AND SPEND- 
ING TOTALS UNDER CONDITIONS OF FuLL EMPLOYMENT VIA UNDERWRITING APPROACH, 
AssuUMING END OF WaR IN DECEMBER, 1944 


(in prices of January-June, 1943) 


Mid-1945 
Item (annual rate) 1950 
(in billions) 
Gross national product $160 $184 
public investment fill-in 10 —* 
Value of consumption output 100 137 
Income payments 128 150 
Disposable income 118 144 
Net individual savings: unadjusted + 12 
adjusted 4> 13.25¢ 
Consumer spending: unadjusted 114 132 
adjusted 102» 137° 


* None, as in Figure 1, case B—Y; ef. discussion in connection with Table I, column 1. 
> Assumes a 12-billion supplementary tax on consumers, with savings unaffected. 
© Assumes a consumption subsidy of 6.25 billion, 4/5 of this being spent and 1/5 saved. 


direct personal taxes at a rate of 10 billion,” current operations would 
be making disposable income available at a rate of 118 billion. Assured 
of future incomes, consumers might cash and spend their war savings 
at a rate of 10 billion a year, which would reduce their net rate of sav- 
ing to perhaps 4 billion,®*® leaving the unadjusted rate of consumer 
spending at 114 billion—14 billion in excess of the consumption output 
made available by the incompletely converted production system. In 
this situation, a special spendings tax designed to raise 12 billion dollars 
a year, imposed by the fiscal agency designated by Congress, would 
immediately bring the actual rate of consumer spending below ‘he 


* This might include certain back taxes deferred to servicemen during the war, while 
the net total might take into account a small offset for Victory tax refunds not previously 
claimed. 

” Savings in this period might be reduced by a net expansion of outstanding installment 
credit, furthered to some extent by “lay away” plans undertaken during the war; back 
payments by ex-servicemen on installment purchases and life insurance would have the 
opposite effect. 
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established maximum, assuming a 2 per cent margin between minimum 
and maximum limits.™ 

To illustrate certain other points mentioned in the foregoing dis- 
cussion, hypothetical figures may be considered for the year 1950, 
treated as the sixth year after the end of hostilities. At prices prevailing 
in the first half of 1943, a full-employment gross national product 
might amount to 184 billion, assuming a 2 per cent increase in over- 
all productivity (due partly to growth in labor force and partly to 
greater output per worker) compounded year by year from 1946. 
Government expenditures for goods and services might be 27 billion: 
For the sake of the argument we might assume that a negative trade 
balance had begun to develop, holding private gross capital expendi- 
tures down to 20 billion, and that the value of consumption output, re- 
flecting this shift away from production for foreign markets, would 
stand at 137 billion. Income payments, assuming a reduced rate of ac- 
cumulation of undistributed corporate profits and a balance restored 
between income distributed by production and income received by con- 
sumers, might amount to 150 billion. With direct personal taxes at 6 
billion and net individual savings—no longer reduced by the cashing 
of war savings but lowered considerably as the result of elimination 
of the cyclical pattern which in the past has brought unusually high 
profit incomes and hence high savings at times of relatively full em- 
ployment—at 12 billion, unadjusted consumer spending would be 132 
billion. In these circumstances, as shown in Table II, direct subsidiza- 
tion of consumption costing the government somewhat in excess of 5 
billion would restore the balance between consumer spending and the 
value of consumption output. 


13. The inference that an effective program for limiting as well as 
supporting aggregate consumer spending would prevent price inflation 
is subject to this critical comment, that influences from the supply side 
might send prices up even with demand held at predetermined levels. 
Indeed, the very fact that under the underwriting program aggregate 
consumer spending would not be allowed to fall below the guaranteed 
minimum would in itself tend to support and necessitate rising prices 
if private production for market were unexpectedly curtailed in the face 
of the guarantee. This might happen, for example, as the result of 
business combinations in restraint of trade. It might also happen as 
the result of strong upward pressure on money wage rates, if the rates 
rose far enough to reduce profits below prevailing competitive levels. 


“ Actually, if circumstances were normal, a smaller tax would be sufficient, because such 
a tax would increase the ratio of saving to spending. Furthermore, in view of the expansion 
of consumption output expected later in the first post-war year, it might not be considered 
necessary to reduce current spending enough to secure a mid-year balance. 
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The underlying problem is, of course, the danger of an upward 
wage-price spiral, which would not be caused by the underwriting 
program since the same danger is present in amy situation in which 
full employment is attained or even approached. If wage rates rise, 
income payments and consumer spending will also tend to rise if the 
government has a full-employment policy and absorbs any displaced 
workers into an expanded public work program. Under close inspec- 
tion, therefore, it appears that any inflationary pressure associated with 
the underwriting program would probably be /ess than what would be 
experienced in the absence of an enforced top limit on aggregate con- 
sumer spending, although it would be greater than what would be ex- 
perienced if the top limit were arbitrarily lowered as private consump- 
tion output fell off. 

This consideration immediately suggests that the guaranteed amount 
might be made contingent upon realization of at least the expected vol- 
ume of consumption output—which reintroduces a question raised 
above when the possibility of changes in the proportions between gov- 
ernment-purchased output and ordinary consumption output was ap- 
proached from the standpoint of unforeseen spontaneous changes in the 
government component. At the moment, this modification would hardly 
seem to the writer to be necessary, or even desirable if it would have 
to be presented in a way that appeared to weaken the guarantee. A 
safeguard against such contingencies might perhaps better be sought 
along the lines of having the government sell some of its own additional 
output direct to consumers—for example, by charging for various serv- 
ices—or sell them certain surplus stocks accumulated during the 
war, and thereby restore the supply of goods and services sold to con- 
sumers rather than cut down the consumer spending. 

The danger of the wage-price or price-wage spiral has to be faced 
resolutely and realistically in any case, unless full employment itself is 
deliberately avoided. A program of underwriting consumer spending 
should prove a positive asset in this connection, since by judicious man- 
agement it could be made to yield to the upward pressure just enough to 
enable it to resist and prevent really serious dislocations. The known 
existence of a top limit on consumer spending would have publicity 
value in connection with deliberations concerning the advisability of 
increases in particular production costs, including collective bargair- 
ing conferences to adjust particular money rates of wages. Where in- 
creases in such costs appeared in advance to be desirable or inevitable, 
this would be taken into account in deciding upon the dollar amount of 
spending to be guaranteed for the ensuing year. In other words, 4 
slight increase in spending and prices could be allowed. 
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Advantages of the Underwriting Approach 


14. A number of the advantages that government underwriting of 
aggregrate consumer spending might have, as an instrument to help 
effectuate full-employment policy, may be briefly reviewed at this point. 

In the first place, such an approach would emphasize individual 
consumer choice and sovereignty, which is another way of saying that 
it would let consumers buy all the goods and services that our economy 
could produce for them, after taking care of genuine investment needs, 
and would let them decide by their own preferences what kinds of 
goods and services ought to be produced in greater quantities. Practi- 
cally everyone agrees that consumption should be expanded (relatively 
as well as absolutely) if possible; and although it is definitely arguable 
that there may be numerous cases in which community consumption 
paid for out of tax money has social advantages over individualized 
consumption, at the moment the burden of proof is still on community 
consumption. It is a noteworthy fact that economists who advocate 
the public investment approach are themselves for the most part agreed 
that a greater emphasis on consumption would be desirable if it could 
only be brought about. But since they do not feel that this could be 
done, short of fundamental institutional changes over a long period of 
time, their analysis and recommendations have a somewhat pessimistic 
tone. 

In the second place, the approach by way of guaranteed consumer 
spending would hold definite advantages for the business man and the 
farmer. The potential stimulus to the retailer and producer of con- 
sumer goods is particularly obvious. But the effect would not end there; 
the producer of capital goods should also derive some benefit. For ex- 
ample, a manufacturer considering whether or not to buy new equip- 
ment would be aware that the market in which the products from that 
equipment would be sold would not be subject to periodic collapse for 
reasons of general under-spending. Hence he would tend to go ahead, 
if other circumstances were favorable, and place his order with the 
maker of the equipment. It may be a debatable question whether in the 
past the speculative risks introduced by the business cycle have not 
given us more capital formation in the long run rather than less. On the 
other hand, elimination of the business cycle on the basis of establish- 
ment of continuing full production and employment should stimulate 
private capital formation, not attributable to this particular form of 
speculation, up to the level required by the economy. It should render a 


further benefit by reducing the amplitude of fluctuations in the indus- 
tries concerned. 
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A third advantage of the underwriting technique, applied to the 
over-all consumer market, would be that it would maintain the condi- 
tions in which competition would have all the scope possible under 
modern conditions of mass production. Unlike the proposals sometimes 
advanced for establishing and underwriting quotas for particular in- 
dustries or particular producers, it would refrain from guaranteeing 
anything to any particular industry or producer but instead would 
assure private enterprise that full-employment levels of production 
would return a fair profit when averaged over the whole. Thus it would 
encourage flexibility rather than promote industry-by-industry stratifi- 
cation. 

A fourth major consideration is that the underwriting of aggregate 
consumer spending would, on the one hand, not require unnecessary 
government actions and, on the other hand, not conflict with other bene- 
ficial programs. It seems unwise to count on accumulated war sav- 
ings to create adequate consumer spending for any protracted period 
after the war, but if in fact they do so, then the underwriting would 
not require any government spending to make it good. As far as re- 
forms are concerned, no valuable change would be impeded. Selective 
revision of tax laws to make them more encouraging to enterprise would 
still be highly desirable; if accomplished, the incidental effect on the 
underwriting program would be to reduce somewhat the size of the 
necessary consumption guarantee.** Small business would still stand 
in need of better capital and credit facilities, and sound legislation 
along these lines might again, to some slight extent, reduce the guaran- 
tee requirements. Adequate investment programs in the fields of slum 
clearance and housing, health, education, and conservation of natural 
resources, and in any other fields, including areas of community con- 
sumption, in which such programs can really stand on their merits, 
would still have all their original value. If put into effect, they would 
reduce the volume of ordinary consumption output, and thus again 
would limit the size of the guarantee necessary and possible for aggre- 

"The same kind of effect would be produced if, as is sometimes suggested, primary 
stress were laid on the reduction of business taxes in general. This would not alter the 
case with respect to underwriting, but it would substantially reduce business cost, and 
hence also the appropriate total of consumer spending. Assuming a full-employment no 
tional income valued at 140 billion dollars (say, in 1946; cf. Table I), gross national 
product with lowered business taxes would be less than 170 billion, and the value of 
consumption output less than 124 billion. But the question of how much this would 
narrow the gap between unadjusted consumer spending and the value of consumption 
output would depend on how much additional business and individual saving would 
result from the tax reduction, since this would determine how much less unadjusted 
consumer spending would be forthcoming at the same (140 billion) level of national 
income. So far as the budget is concerned, the government would doubtless incur les 


expense on account of consumer subsidies needed to make good the guarantee, but, 
the other hand, it would lose tax revenue. 
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gate individual consumption. Adequate social security benefits and 
elimination of regressive taxes would also still be matters of the greatest 
importance. As progress was made along these lines, probably raising 
income payments and certainly reducing net individual savings, subsidi- 
zation of consumption out of the public treasury to fulfill the guarantee 
of consumer spending would tend to become less necessary. 

Thus, the relation between the underwriting approach and all the 
progressive programs that command substantial followings is not pri- 
marily one of substitution but rather one of mutual assistance. Under- 
writing. would provide immediately such support for consumption as 
is required to permit the economy to operate at full-employment levels 
without fundamentally changing its production characteristics. In other 
words, it would secure immediate adjustability pending fundamental 
long-run adjustments that, when finally made, might largely eliminate 
the need for the underwriting apparatus. The long-run adjustments in 
question are those increases in personal security and modifications in 
the distribution of income, and those changes in public and private prac- 
tice with respect to accumulation of insurance reserves, and in corpo- 
rate practice with respect to retention of earnings, that are necessary 
before a “natural” balance, as between savings and investment at the 
full-employment level, can be struck. 


15. Fifth, an underwriting program might well have advantages 
over alternative approaches to full employment strictly from the 
standpoint of fiscal economy. In a previous section it was shown that, 
if full employment were to be achieved in an over-saving situation by a 
program of compensatory public investment, the cost to the govern- 
ment could be slightly lower under optimum conditions than the cost 
of a consumption subsicy associated with an underwriting program, 
but that in practice it might well be higher rather than lower.** To 
the extent that underwriting eliminated the need for public investment 
fill-in that would otherwise be required—including what might be re- 
quired as additional offset to any curtailment of private investment 
attributable to use of the public investment approach—underwriting 
would save the government money. To the extent that over-saving 
out of full-employment levels of income—including any additional sav- 
ing out of the consumption subsidy itself—required the payment of 
money to consumers that would not be paid under the public invest- 
ment program, underwriting would add to the cost of government. A 
careful weighting of these pros and cons would probably not estavlish 


underwriting as likely to be the more expensive approach from the 
outset. 


ee Table I in section 7 and accompanying discussion. 
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But the case need not be allowed to rest there. Quite aside from the 
tendency that continuous full employment would have, by whatever 
method it might have been achieved, to promote greater equality of 
incomes and hence smaller total savings, the underwriting approach 
would appear to have certain characteristics peculiarly likely to reduce 
the strain on the budget over the course of time. Since it would sharply 
separate the two halves of the problem—first, the reaction of private- 
employment levels to an environment judged to be adequate to support 
full employment; second, the ratio between saving and spending out of 
full-employment-caused income—it would tend to throw the spotlight 
of publicity on the causes for government expense with an accuracy 
not ordinarily obtainable. This should broaden and strengthen the cam- 
paigns to eliminate these causes, whether they were monopolistic re- 
strictions on production and incentive-destroying business taxes on the 
one hand, or regressive consumer taxes and needless institutional sav- 
ing on the other. Undoubtedly, cost reductions could thereby be 
brought about. At least equally important is the other consideration 
that, once the underwriting program was in force, it would thus tend 
to harness the drive for budgetary economy to the realization of a bet- 
ter general balance—and not merely a better financial balance—than 
our economic system now possesses. In other words, underwriting 
would not only not conflict with other beneficial changes, and not only 
effect essential adjustments quickly before it became possible to make 
these other changes, but would also in an indirect way tend to assist 
in getting these changes made. 


16. A sixth advantage of a full-employment program involving the 
underwriting of aggregate consumer spending is that it would provide 
a sound basis for a liberal foreign economic policy. The ability to main- 
tain full employment by domestic adjustments, regardless of the state 
of the foreign trade balance, is the first prerequisite for securing a 
continuously ample volume of a country’s foreign trade in general and, 
in particular, the relaxation of trade restrictions, with resulting en- 
hancement of world security and benefit to the domestic standard of 
living through encouragement to worth-while international specializa- 
tion. A nation liable to depressions is sooner or later bound to adopt il- 
liberal foreign policies such as high tariffs, export subsidies, harsh 
immigration laws, exploitation (if the national is powerful) of low-cost 
foreign sources of raw materials, and aggressive currency devaluation, 
since these expedients promise to secure additional markets and addi- 
tional employment opportunity for the domestic population. 

Among various alternative domestic full-employment programs, one 
utilizing the underwriting technique would evidently have a natural 
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affinity for liberalism in international trade. Perhaps it may be said 
that it would be at least as favorable as any other domestic program to 
the kind of international arrangements contemplated in Article VII of 
the Mutual Aid agreements, since it would have no tendency to 
strengthen vested interests in any particular industries. As to the mat- 
ter of mechanics, it would, as previously noted, preserve the over-all 
size of the market for the products of domestic enterprise by providing 
for automatic expansion of aggregate domestic consumer spending 
when the net export balance declined (or the net import balance in- 
creased) and for automatic contraction of aggregate domestic con- 
sumer spending when the net export balance increased (or the net im- 
port balance declined).** Thus, it would sensitively adjust to any state 
of the trade balance, including a negative balance such as would be 
associated with the repayment of foreign loans. Incidentally, since the 
consumer spending total would be somewhat smaller when exports ex- 
ceeded imports than when exports equaled imports, and since it would 
be at its largest when imports exceeded exports, the public would have 
a graphic demonstration of the fact that imports rather than exports 
are what raise the standard of living. 


17. A seventh major advantage of the underwriting technique is its 
reversibility; as noted, it would guard against inflationary excesses of 
consumer spending as well as against too little consumer spending. 
With this is closely linked its special applicability in the immediate de- 
mobilization period. The inflationary possibilities inherent in a situa- 
tion in which current income payments may be supplemented on a 
large scale by the cashing of savings accumulated during the war, while 
support for rationing and price controls becomes doubtful and the flow 
of output has not yet achieved its full dimensions, are generally appre- 
ciated. What the underwriting technique would permit is a matching 
of aggregate consumer spending with the aggregate value of consump- 
tion output all along the line—90 billion against 90 billion, 100 against 
100, 110 against 110, and so on up. 

This introduces a final consideration that might well be of imme- 
diate interest today. An advance decision to underwrite consumer spend- 
ing after the war as a continuing policy would be an indication to 
the American people that their government not only was interested 
in eliminating an inflationary gap during the war and for as long after 
the war as might prove to be necessary, but that it was equally inter- 
ested in eliminating a deflationary gap thereafter. The term “deflation- 
ary gap” deserves a moment’s thought. It might refer to a deficiency of 
consumer spending as against whatever happened to be the current 


“See section 11. 
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volume of consumption output. The deflationary gap provided against 
by an underwriting program, huwever, would be a deficiency of con- 
sumer spending measured against the largest volume of consumption 
out put deliverable at the time, under full-employment conditions. Em- 
phasis on this central feature of a post-war underwriting program 
would establish more firmly in the public mind the rational basis 
of wartime fiscal policies, since it would indicate that the government 
was concerned at all times with having the public spend up to the limit 
of whatever goods and services could be made available to it but not 
any greater amount. This might appeal to the public as a rather sensible 
idea. In short, it is not altogether improbable that a decision tu apply 
an underwriting program after the war would make it easier to com- 
bat inflation during the war. 


The Problem as a Whole 


18. Lest criticism fasten on minor details and neglect the basic 
difficulties connected with the program herein discussed, full empha- 
sis should now be placed upon those difficulties. In the first place, 
the underwriting of aggregate consumer spending would be hard to 
justify in the absence of an established policy to give jobs on public 
work projects to persons who might remain involuntarily idle in spite 
of the inducement afforded to private enterprise by the guarantee. 
The underwriting could serve as a pillar of full-employment policy, but 
in itself it could never take the place of the determination to prevent 
unemployment. Applied by itself, if such a thing could be imagined, it 
could involve the government in large expense for consumption sub- 
sidies at the very time when men and women were trying in vain to find 
jobs. This expense would then be challenged as indefensible—with 
some justice, since it would clearly be better to secure a tangible prod- 
uct in return for the money spent—and the whole policy might under 
these conditions be condemned as a kind of fiscal sleight of hand. 

In the second place, the benefits from underwriting could be ren- 
dered rather trivial if restrictions of all kinds on production were al- 
lowed to multiply unopposed. A rapid increase in monopolistic restric- 
tions, keeping output down and prices up, could drive the guarantee 
to great heights and still prevent the attainment of full employment 
without a heavy fill-in program of public works. Successful application 
of the underwriting would therefore require an active campaign to et- 
force competition and control monopoly prices—presumably with stress 
on the former wherever that alternative was available. 

These difficulties should provide sobering food for thought, if such 
be needed. But it is worth recalling also that the approach to full en- 
ployment by way of the underwriting of consumer spending would tend 


| ibe 
| ? 
| 
j 
| 
| 


1944] PIERSON: UNDERWRITING CONSUMER SPENDING 55 


to confine government intervention, in the sense of competition, mainly 
to the capital or money market, where government intervention or com- 
petition absolutely cannot be avoided if men and resources are not to 
be allowed to go out of use. This means that, while it would invite the 
opposition and other risks that any full-employment program of nec- 
essity must encounter, it would escape the further conflicts inherent in 
programs that raise uncertainty as to who is to be responsible for pro- 
duction. With total consumer spending underwritten at a reasonable 
level, responsibility for production would be clearly assigned. 


4 
t 
t 
t 
| 


FEDERAL REGULATORY AGENCIES AND THE COURTS’ 


By H. NICHOLLS* 


We must not make a scarecrow of the law, 

Setting it up to fear the birds of prey, 

And let it keep one shape, till custom make it 

Their perch and not their terror. 
—Shakespeare, Measure for Measure 


During the last decade, many economists have advocated a rather 
far-reaching control of various sectors of the national economy by 


federal regulatory commissions—a movement which other economists Tr 
have viewed with alarm.’ These differences in attitudes among econo- fac 
mists rest in part, of course, upon fundamental differences in social gol 
philosophy. But they have been exaggerated by the growing gap be- bu: 
tween economists recently trained in the theory of monopolistic com- cie’ 
petition and those nurtured on the simpler and more optimistic theory wh 
of perfect competition. In the writer’s opinion, this gap will at least me 
partially close as both groups of economists more fully digest the recent inc 
developments in economic theory.® tra: 

At any rate, the multiplication of federal regulatory bodies in recent con 
years makes it certain that they are here to stay. Hence, economists— reg 
whether friends or foes of government by commission—need to be age 
better informed concerning the present constitutional relationships i 
between federal regulatory agencies and the courts. This article is de- agr 
signed, in some small measure, to meet this need. The first step will be juri 
to review briefly the broader constitutional framework within which Cor 
federal social legislation has been established as national policy, and pow 


the functions of the agencies by which such policies have been effectu- Ind 


*The author is associate professor of economics at Iowa State College. He gratefully 
acknowledges the aid and counsel of two professors of public law, C. H. Pritchett and 
Jerome G. Kerwin of the University of Chicago; and the comments and criticisms of his Stat 
colleagues, T. W. Schultz, Margaret G. Reid and O. H. Brownlee. He is also deeply of t 
indebted to the Social Science Research Council for the post-doctoral fellowship during 
1941-42 which made the present study possible. 

*This is Journal Paper No. 1172 of the Iowa Agricultural Experiment Station, Ames, 
Iowa, Project 595. 

*See, for example, the last two chapters of A. R. Burns’s The Decline of Competition 
(New York, McGraw-Hill,1936) and the objections raised by Professor F. A. Fetter, 
“Planning for Totalitarian Monopoly,” Jour. of Pol. Econ., Vol. 45 (1937), pp. 104-110. 

*W. H. Nicholls, “Social Biases and Recent Theories of Competition,” Quart. Jour. of 
Econ., Vol. 58 (1943-44), pp. 1-26. 
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ated. The changing judicial attitudes toward the investigatory powers, 
findings and internal procedures of federal regulatory bodies will then 
be explored. 


I—The Changing Constitutional Basis for Regulation 
The Commerce Power 

In Article I, Section 8, of the Constitution, Congress is given the 
power “to regulate commerce with foreign nations, and among the 
several states.” Until the past decade, this commerce power proved an 
adequate basis for most federal regulatory legislation. Thus, the right 
of Congress to regulate interstate railway rates was not seriously ques- 
tioned.* And this right was later extended to intrastate rates, where 
such rates had a “close and substantial relation to interstate traffic.” 
True, the Supreme Court felt it necessary to distinguish between manu- 
facture (or production) and commerce in order to prevent the federal 
government from bringing agriculture, mining and other “strictly local” 
businesses under federal control.* But this stand was modified suffi- 
ciently to permit federal regulation of those local business operations 
which are a part and incident of a constantly recurring current of com- 
merce among the states.’ The Court thereby refused to permit local 
incidents of a great interstate movement, which taken alone were in- 
trastate, to characterize the movement as such. Thus, the interstate 
commerce clause did not prove to be an important barrier to federal 
regulation of railway rates and the activities of agricultural marketing 
agencies or of federal antitrust policy. 

Beginning in 1933, however, the federal government began to adopt 
agricultural, industrial and labor policies which invaded the traditional 
jurisdictions of the several states in an unprecedented manner. The 
Court responded by refusing to stretch the scope of the commerce 
power to the extremes which these policies required. The National 
Industrial Recovery act was invalidated partly on the grounds that 
local wholesale slaughter and marketing of poultry, even though 
shipped in from other states, is not in and does not directly affect inter- 
state commerce, the poultry having come to rest.* The labor provisions 
of the Bituminous Coal Conservation act were overruled because coal 
mining was not commerce—commerce had not yet begun—and had no 


"ELL. ®; Brimson, 154 U.S. 447 (1894). 

‘Houston, East and West Texas Railway Co. v. U.S., 234 US. 342 (1914). 

‘U.S. v. E. C. Knight Co., 156 U.S. 1 (1895), in which it was held that “commerce 
succeeds to manufacture, and is not a part of it.” 

"Swift and Co. v. US., 196 US. 375 (1904); followed in Stafford v. Wallace, 258 
US. 495 (1922), and Board of Trade of Chicago v. Olsen, 262 U.S. 1 (1923). 

"Schechter Poultry Corp. v. U.S., 295 U.S. 495 (1935). 
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“direct effect” on interstate commerce.’ The Agricultural Adjustment 
act of 1933, controlling agricultural production by a system of process- 
ing taxes and subsidies, was overthrown by the Butler decision. Agri- 
cultural production, the Court ruled, was outside the commerce power. 
Therefore, the federal government’s power to tax and spend could not 
be used to attain indirectly the forbidden end.” 

In the “constitutional revolution” of 1937-39, however, these deci- 


sions were effectively reversed. Most important were the Labor Board J 
decisions, which brought federal regulation of labor relations securely 193 
within the commerce power. In the Jones and Laughlin case,” the fede 
defendant steel firm argued that, while it obtained its raw materials Fou 
and sold its finished products outside of the state of manufacture, its on ; 
materials came to rest at the plant, hence were not part of the current stat. 
of commerce. The Court disagreed, holding that, even so, the denial due 
of federal protection of labor’s right to collective bargaining might hav 
cause strikes, which would burden and obstruct interstate commerce. part 
In the Santa Cruz case,” an employer buying his raw materials within proc 
the state and shipping only one-third of his product out of the state Ame 
was similarly held subject to federal regulation, even though the current W 
of commerce had not even started at that point. And, in the Consoli- long 
dated Edison case,"* a utility enterprise which sold electric power dicti 
within the confines of a single state, was held subject to federal labor toric 
regulation because it transmitted power to other firms engaged in inter- ‘mo! 
state transportation. In 
There is also sound reason to believe that, by 1937-39 the Court recos 
would have upheld the Agricultural Adjustment act of 1933. For it exch; 
sustained the system of social security taxes and compensations as With 
appropriate means “to provide for the general welfare of the United exter 
States.”"* Aad the marketing quote provisions of the Agricultural been 
Adjustment act of 1938 were upheld.” Under these provisions, the imple 
Secretary of Agriculture, after approval by two-thirds of the producers state 
of certain commodities, could establish individual quotas, sales in excess that 
of which were subject to heavy penalties. The Court reasoned that the rates 
act did not contro! production; rather, it regulated interstate commerce 1, 
after the agricultural commodities had entered the current of commerce. of th 
* Carter v. Carter Coal Co., 298 U.S. 238 (1936). %- 
* U.S. v. Butler, 297 U.S. 1 (1936). exper 
™ N.L.R.B. v. Jones and Laughlin Steel Corp., 301 U.S. 1 (1937). : 
"Santa Cruz Fruit Co. v. N.L.R.B., 303 US. 453 (1938). ae 


* Consolidated Edison Co. v. N.L.R.B., 305 U.S. 197 (1938). 


“Steward Machine Co. v. Davis, 301 U.S. 548 (1937); and Helvering v. Davis, 30! 
U.S. 619 (1937). 


* Mulford v. Smith, 307 U.S. 38 (1939). 
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Recent Supreme Court decisions support the view, then, that the 
interstate commerce power provides the basis for very far-reaching 
federal regulation of many sectors of our national economic system 
which the courts once regarded as strictly local activities, subject to 
the sole jurisdiction of the states. 


The Due Process Clause 


Just as the commerce power has—except for short periods such as 
1933-36—provided a solid foundation for the steady extension of 
federal regulatory activities, the due process clause of the Fifth and 
Fourteenth Amendments has served as the most important limitation 
on such activities. This clause provides that neither Congress nor the 
states may deprive any person “of life, liberty, or property, without 
due process of law.” So far as property rights are concerned, the courts 
have long held that a private corporation is a “person.” For the most 
part, the important legal precedents for interpretation of the due 
process clause have been created in application of the Fourteenth 
Amendment to state regulatory activities. 

We have seen how the courts, in interpreting the commerce power, 
long struggled to distinguish between the “state” and “federal” juris- 
dictions. Similarly, in applying the due process clause, the courts his- 
torically sought to divide industry into two clear-cut categories of 
“monopolistic” and “competitive.” 

In the first class they placed public utility enterprises, which were 
recognized as being subject to public regulation of prices and rates in 
exchange for the authority of a public grant of monopolistic privileges. 
With the exception of federal regulation of railroads and, to a lesser 
extent, power and communications, utility regulation has traditionally 
been under the sole jurisdiction of the states. This regulation was 
implemented through direct legislative control or, increasingly, through 
state public utility commissions. Even here, the Supreme Court ruled 
that the judiciary must be the final arbiter on the “reasonableness” of 
rates fixed by a state commission, thereby invalidating a Minnesota 
law, which explicitly sought to eliminate judicial inquiry, as violative 
of the due process clause of the Fourteenth Amendment.*® 

In the unanimous decision of Smyth v. Ames," the Court took it upon 
itself to substitute its own judgment de novo for that of presumably 
expert state commissions as to what rate, in each specific case, made 
possible “a fair return on a fair value.” This became a constitutional 
question through the Court’s view that rates which did not meet its 


“Chicago, Milwaukee, and St. Paul Railway Co. v. Minnesota, 134 U.S. 418 (1890). 
"169 U.S. 466 (1897). 
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standards of reasonableness would be “confiscatory,” thereby taking 
property without due process of law. As we shall see later, this doctrine 
still holds for federal rate-making proceedings as well. 

Apart from public utilities, however, the Court considered the great 
bulk of industry to be “competitive.” And the few attempts at federal 
regulation of “competitive” industry—notably under the Sherman, 
Clayton and Federal Trade Commission acts—were primarily aimed 
at assuring that such industries would continue to be freely competitive, 

In this “competitive” area, the Court developed the “liberty” aspect 
of the due process clause into the common-law principle of “freedom 
of contract.” While the Sherman act survived attacks on this ground, 
the word “contract” in the act ultimately became the basis for the 
famous “rule of reason” of 1911. Here the Court took it upon itself 
to distinguish between contracts which were in “reasonable” and those 
which were in “unreasonable” restraint of trade.’* As we shall see 
below, the Federal Trade Commission too was later brought under the 
judicial “rule of reason.” While some exceptions were made for espe- 
cially hazardous occupations and woman employees, many state laws 
establishing maximum hours and minimum wages were also held to be 
violative of the “freedom of contract” guaranteed by the due process 
clause.” 

Finally, in a sort of twilight zone between “monopolistic” and “con- 
petitive” industries, the Supreme Court early introduced a special 
category of “businesses affected with a public interest.” In Munn ». 
Illinois,”® the Court upheld an Illinois law fixing maximum storage 
rates for fourteen Chicago grain elevator firms, which allegedly had 
fixed charges annually by agreement. Counsel for the defense invoked 
the due process clause, insisting that it be interpreted in light of the 
common law, which did not include grain elevators as quasi-public in 
nature.” The Court nevertheless accepted the legislation as a valil 
exercise of the state police power. By way of dictum, however, it 
answered the defendants’ argument by generalizing the scope of the 
common law beyond those particular industries in which regulation 
had been upheld in the distant past—or, in other words, expanded the 


**This matter is discussed more fully in the writer’s article, “Constitutional Aspects 
Public Regulation of Business Price Policies,’ Jour. Farm Econ., Vol. 25 (1943), especially 
pp. 573-81. 

” See, for example, Lochner v. New York, 198 U.S. 45 (1905); and Adkins v. Children’ 
Hospital, 261 U.S. 525 (1923), effectively reversed in West Coast Hotel v. Parrish, 30 
U.S. 379 (1937). 

Munn v. Illinois, 94 U.S. 113 (1877). 

. *In the common law, certain occupations (including keepers of wharves, inns, is 
ferries and grist mills) had been held subject to special regulations as early as the seve 
teenth century. 
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“public interest” concept to equivalence with the state police power. 
For half a century, in line with the spirit of this decision, the Court 
§ permitted state regulation of the prices and rates of a number of other 
presumably competitive industries. During the period 1923-33, how- 
f ever, a more conservative Court seized upon the Munn v. Illinois 
dictum as a constitutional principle restricting the scope of state price 
regulation under the police power.” In so doing, the Court reversed 
the process, narrowing the scope of price regulation under the police 
F power to the (virtually) closed category of “businesses affected with 
a public interest” handed down by the common law. State price control 
® of all other businesses was rejected as a restriction of private rights 
under the due process clause. This view reflects the Court’s conviction 
that, since there was not outright monopoly, public and private inter- 
ests in the matter of price were adequately protected by the “competi- 
tive’ market. So viewed, the Court’s dependence on that pillar of the 
® judicial structure—“freedom of contract,” in which price is the “heart 
bee of the bargain”—is apparent. 
In 1934, however, the Court practically abandoned the “public 
interest” concept as a basis for narrowly restricting price-fixing under 
the state (and federal) police power. In the Nebbia case,”* involving 
the right of the State of New York to fix minimum prices at which 
dealers could sell milk, the Court clearly recognized the inadequacies 
of its former mutually exclusive categories of “monopoly” and “com- 
™ petition.” According to the majority opinion, there is “no closed .. . 
m@category of businesses affected with a public interest”; the “public 
linterest” concept means “no more than that an industry, for adequate 
reason, is subject to control for the public good”; the courts cannot 
interfere on the ground of violation of due process so long as the laws 
have “a reasonable relation to a proper legislative purpose, and are 
Bneither arbitrary nor discriminatory”; and “the Constitution does not 
secure to any one liberty to conduct his business in such fashion as to 
inflict injury upon the public at large, or upon any substantial group 
of the people.” 
In 1939, the Court indirectly allowed the federal government to fix 
Hpintrastate milk prices whenever such action effectuates federal policy 
punder the commerce power, and recognized as well its power to fix 
prices in interstate trade.** And, in 1940, federal price fixing on coal 
was sustained despite the claim that such a policy was in violation of 


” For a detailed review of these cases by an economist, see the splendid article by 
. W. Harbeson, “The Public Interest Concept in Law and in Economics,” Michigan Law 
ev., Vol. 37 (1938), pp. 181-208. 


~ 291 U.S. 502 (1934), in a 5-4 decision. 
“US. v. Rock Royal Cooperative, 307 U.S. $33 (1939). 
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due process under the Fifth Amendment.” Thus, the Court has at last 
accepted the new social philosophy of direct rather than indirect public 
regulation. No longer is it so confident that the public interest is 
protected by the free working of what it once unequivocally called the 
“competitive” market. 

We may conclde, then, that the court decisions of the last few years 
have destroyed much of the former potency of the due process clause 
of the Fourteenth and Fifth Amendments. So far as federal regulatory 
activities are concerned, the Court is not apt seriously to limit the 
tremendous new scope of the commerce power by strong reliance upon 


the once formidable doctrine of due process. I 
The Agencies of Regulation - 
As social legislation has been brought within the broader constitv- A 
tional framework by the courts, it has usually been made effective by ste 
some special regulatory body. Such bodies have frequently combined stad 
administrative, legislative and judicial functions in apparent disregard latio 
for the constitutional doctrine of the separation of powers. Whether strut 
independent of, or part of, the executive branch, they administer a alwa 
particular statute by seeing that its broad policies are effectively car- of of 
ried out. They perform the /egislative function in so far as they find obed 
the facts and establish general rules and regulations under the statute. N 
In so doing, they may provide the all-important details within the very : 
broad principles or general standards laid down by Congress. Finally, ‘el " 
they may perform the judicial function by deciding whether specific oe 
cases fall within or violate the general rule. ee 
Nevertheless, the constitutional status of such regulatory bodies has — 
never been seriously questioned by the Supreme Court. The Court oe 
has interpreted the separation of powers doctrine with great flexibility. This 
It has merely insisted that the legislative standards within which such 
bodies perform their functions be reasonably definite.”* And it has “ cp 
reconciled the delegation of powers and the separation of powers by i. 
adopting the terms “quasi-legislative” and “quasi-judicial” to describe a 
the major functions of regulatory agencies. The leniency which the the i 
Court has shown for such agencies is largely attributable to two things: ii 
(1) its early recognition of their necessity, and (2) its broad interpre result 
tation of its own powers of judicial review over their practices and . 
procedures. In the latter case, it has preferred to rely upon the broad "ae 
and flexible due process clause rather than upon the vague separation *Th 
of powers doctrine. 
* Sunshine Anthracite Coal Co. v. Adkins, 310 US. 381 (1940). any 
“Though infrecuently invoked, this judicial principle was the main basis for overthrov § oe 


of the National Industrial Recovery act in the Schechter case (cited above, footnote §) 
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In the remainder of this paper, we shall examine in some detail the 
changing judicial attitudes toward the practices and procedures of the 
federal regulatory bodies. What limitations has the Court put upon 
the ability of regulatory agencies to get at the facts? Once such agen- 
cies have found the facts as the basis for certain decisions, what degree 
of finality has the Court been willing to give such decisions? And, 
finally, what standards has the Court laid down for the internal pro- 
cedures of regulatory bodies? These questions will be answered in turn. 


II—Investigatory Powers of Regulatory Agencies 


In 1894, the Supreme Court clearly stated the importance of investi- 
gatory powers for the effective performance of the “quasi-legislative” 
functions of a regulatory agency: 

All must recognize the fact that the full information necessary as a basis of 
intelligent legislation by Congress from time to time upon the subject of inter- 
state commerce cannot be obtained, nor can the rules established for the regu- 
lation of such commerce be efficiently enforced, otherwise than through the in- 
strumentality of an administrative body, representing the whole country, 
always watchful of the general interests, and charged with the duty not only 
of obtaining the required information, but of compelling by all lawful methods 


if 
nd obedience to such rules.?7 
te, 


Nevertheless, the Court saw fit to impose certain important barriers 
upon the investigatory powers of regulatory bodies. The constitutional 
basis for these barriers was the “self-incrimination” clause of the F'fth 
Amendment and the “search and seizure” clause of the Fourth Amend- 
ment.*° 

When the Interstate Commerce Commission met with difficulties 
under the “self-incrimination” clause, the act was amended in 1393. 
This amendment, subsequently upheld by the courts, provided that no 
person should be excused from testifying or producing books before 
the Commission on the grounds of self-incrimination, since it was 
further provided that such a person would be immune from prosecu- 
tion or fine for such testimony (unless perjured). It was later held that 
the immunity statutes and the “self-incrimination” clause of the Fifth 
Amendment did not cover artificial “persons” (corporations).”° As a 


ond result of these decisions, conflict arising under the “self-incrimination” 

oad fo lt Brimson, 154 U.S. 447 (1894), at 474. 

tion ~ The Fifth Amendment declares that “no person . . . shall be compelled to be a wit- 
hess against himself.” The Fourth Amendment establishes “the right of the people to be 
secure in their persons, houses, papers, and effects, against unreasonable searches and 


seizures 


+5 The relevant cases were: Counselman v. Hitchcock, 142 U.S. 547 (1891); Brown 
v. Walker, 161 U.S. 591 (1896); and Hale v. Henkel, 201 U.S. 43 (1906). 
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clause of the Fifth Amendment has been avoided by including an im. 
munity provision in subsequent acts creating federal regulatory bodies. 


p 
“Quasi-Public” Industry 
The “search and seizure” clause of the Fourth Amendment has, py 
however, proved a more formidable limitation upon the investigatory B 
powers of a federal agency. As early as 1906, in a cause arising under -~ 
an antitrust proceeding, the Court held that this clause entitles a = 
corporation to immunity against unreasonable searches and seizures, on 
such as a general and sweeping subpoena of all its papers and records in 
rather than one setting out specific evidence of their materiality.” 
Nevertheless, by aggressive administration and strengthening legisla- pr 
tion, the Interstate Commerce Commission—operating in the less con- cls 
troversial utility field—had cbtained full investigatory powers by 1917. co 
In this year, the Court was willing to declare, in sweeping terms, that vic 
“the investigating and supervising powers of the Commission extend Ar 
to all of the activities of carriers” and that, because railways are “public po: 
agents,” “there can be nothing private or confidential in the activities ass 
of a carrier engaged in interstate commerce.’”* cal 
In 1933 a lower court upheld the right of the Secretary of Agriculture of 
to require reports from a corporation on future trading operations and ors 
to inspect its books and records, as authorized by the Grain Futures act. wit 
Said the Court, the Fourth Amendment “cannot be applied to regula- cul 
tions which require reports and disclosures in respect to a business Pac 
which is affected with a public interest, so far as such disclosures may in ; 
be reasonably necessary for the due protection of the public.’”*? Thus, tha 
it has already been established that public utilities and “businesses inte 
affected with a public interest” are not immune to sweeping general yar 
investigations by federal regulatory agencies or the requirement of and 
periodic reports to such agencies, in either case without a charge of enf 
illegal conduct. the 
“Competitive” Industry 
Regulatory agencies operating in those fields of industry considered sion 
by the courts to be “competitive” have had greater difficulty in estab- thos 
lishing their investigatory powers. Thus, the Federal Trade Commis- to b 
sion, proceeding under a House Resolution directing it to collect and refu 
publish information on “basic industries,” sought to enforce an order state 
Hale v. Henkel, cited in previous footnote. 
™ Smith v. 1.C.C., 245 U.S. 33 (1917). uC 
* Bartlett Frazier Co. v. Hyde, 65 F (2d) 350 (1933). This decision followed from the SP 
fact that, in 1923, the Board of Trade had been held as affected with a public interest nc 


[Board of Trade of Chicago v. Olsen, 262 U.S. 1 (1923)]. 
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requiring certain steel companies to furnish monthly reports upon the 
production costs of a wide variety of products, whether or not they 
moved in interstate commerce.** To this a lower court answered, re- 
viving the Knight case,** that manufacture was clearly separable and 
independent of commerce, hence outside the jurisdiction of commerce. 
But, more important, the court asserted that, since the steel industry 
was “a competitive productive industry, . . . where the business is 
regulated by competition and supply and demand,” the Commission 
could not invoke the doctrine of a “business affected with a public 
interest” in support of its claims. 

The Trade Commission shortly met a similar rebuff from the Su- 
preme Court. Proceeding under a Senate Resolution, the Commission 
claimed unlimited access to all books and records of a tobacco 
corporation, with reference to the possible existence of practices in 
violation of the Trade Commission act.* Arguing that the Fourth 
Amendment prevented “fishing expeditions into private papers on the 
possibility that they may disclose evidence of crime,” the Court re- 
asserted its doctrine that some ground must be shown that documents 
called for do contain such evidence. Said the Court, “The mere facts 
of carrying on a commerce not confined within state lines and of being 
organized as a corporation do not make men’s affairs public, as those 
of a railway company now may be.” Finally, the Secretary of Agri- 
culture was denied the right of access, under the authority of the 
Packers and Stockyards act, to the books and records of meat packers 
in advance of any complaint.** In answer to the government’s argument 
that the act in effect declared meat packing to be charged with a public 
interest, a lower court noted that the act distinguished between stock- 
yards and marketing agencies, for which rate-making was provided, 
and the packing industry, whose prices were not subject to control. The 
enforcement of the Secretary’s claims was therefore held violative of 
the Fourth Amendment. 

The investigatory powers of federal agencies responsible for the 
regulation of “competitive” industry are still limited by these deci- 
sions. But the basis for their extension to approximate equality with 
those of such agencies as the Interstate Commerce Commission appears 
to be found in other judicial decisions of the past decade. First, judicial 
refusal of access to those records dealing with “manufacture” or “intra- 
state” business is unlikely to be continued. Tis follows since, in the 


"F.T.C. v. Claire Furnace Co., 285 Fed. 936 (1923), Court of Appeals of D.C. 
‘Cited in footnote 6 above. 
"FTC. v. American Tobacco Co., 264 U.S. 298 (1924). 


“Cudahy Packing Co. v. U.S., 15 F (2d) 133 (1926). 
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Jones and Laughlin and subsequent cases, the extreme doctrine of 
the Knight case—that “commerce succeeds to manufacture, and is not 
a part of it”—appears at last to have been completely overthrown. 
Second, in view of the far-reaching extension of the concept of “busi- 
nesses affected with a public interest” in the epoch-making Nebbia 
case,"* it would appear unlikely that this doctrine will prove a very 
effective barrier to a considerable extension of powers of investigation 
into “competitive” industry in the future. 


Supplementary Techniques 


The courts have always shown greater reluctance toward curtailing 
the direct investigatory powers of Congress under the Fourth Amend- 
ment,®® and have also shown greater deference to the delegation of 
these powers in recent years.*° 

Most of the cases cited above involved the resort to direct compul- 
sion by the regulatory agency, involving subpoenas and, if necessary, 
attempts at enforcement through the whole hierarchy of courts. As a 
deterrent to calculated delay in administrative procedures, however, 
a number of statutes (including those of the I.C.C. and F.T.C.) pro- 
vide penal sanctions as an indirect method of compelling testimony 
and the production of documentary evidence. The witness declining 
to testify on the ground that the Commission is exceeding the bounds 
of lawful inquiry may have to run the risk of penalty to test the 
privilege. 

These sanctions had never been used until 1937, when they were 
invoked by the Trade Commission, but they are likely to be invoked 
more often in the future. A second device, employed by the Con- 
modity Exchange act and the Securities and Exchange act, requires 
continuous access to information as a condition precedent to the right 
to do business on the exchanges. Such forfeitures of privilege promise 
to be even more potent sanctions in enabling regulatory agencies to 
fulfill their fact-finding functions.“ 


IlI—Judicial Review of the Findings of Regulatory Agencies 
In creating regulatory agencies, Congress has commonly specified 


* Cited above, footnotes 11-13. 

* Cited above, footnote 23. 

* See, for example, McGrain v. Daugherty, 273 U.S. 135 (1927). Thus, investigatory 
powers of the Temporary National Economic Committee were very great. 

” F.T.C. v. National Biscuit Co., 18 F Supp. 667 (1937), S.D. of N.Y. Here the validity 
of a Congressional resolution, specifically giving the Commission powers in addition to 1s 
inherent powers relating to a breach of law, was recognized. 

“Note, “Power of Federal Commissions to Compel Testimony and the Production of 
Evidence,” Harvard Law Rev., Vol. 51 (1937), pp. 317, 309-20. 
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that their findings as to facts, if supported by evidence, shall be con- 
clusive. However, since such agencies are “regulatory” —by their nature 
impinging upon private liberty and property—the Supreme Court has 
long held their findings subject to judicial review under the due process 
clause.*? How broadly has the Court interpreted the scope of judicial 
review? To what extent have the decisions of regulatory agencies been 
considered final in the eyes of the Court? 

Historically, the Court has reconciled the Congressional mandate 
with judicial review of administrative findings by distinguishing between 
those decisions involving ‘“‘matters of law’”—whose finality is reserved 
for the courts—and those deemed a reasonable exercise of administra- 
tive discretion. In practice, the area within which administrative deter- 
minations have been accepted as final has been residual. And, until 
recent years, the Court has always been able and willing to find suffi- 
cient “matters of law“ to reduce this residual area to a minimum. In 
so doing, the Court has developed two special categories of “facts’”— 
“constitutional” facts and “jurisdictional” facts—which cannot be 
determined with finality by a regulatory agency. 

“Jurisdictional” facts are those which a regulatory body establishes 
as the basis for its claim of jurisdiction to act in a particular case. The 
Court has held that such issues of fact must not only be subject to 
judicial review, but must be also tried de novo.** At the time this doc- 
trine was promulgated, it was feared that it would result in a far- 
reaching relitigation of administrative findings. However, since this 
outcome has not followed, the category of “jurisdictional” facts will 
not be considered here. 


“Constitutional” Facts 


The judicial doctrine of “constitutional” facts has been developed 
primarily in connection with review of the rate-making of public utility 
commissions. In arriving at maximum rates, such commissions have 
generally established the “fact” of the value of the utility property. 
But, unless this “fact” is “correctly” determined, there is no assurance 
of a “fair return on a fair valuation” in the absence of which confisca- 
tion of property—in violation of the due process clause—might result. 
Thus, where a claim of confiscation is made, the Court has insisted 
upon the necessity of independent judicial determination “as to both 
law and facts.’ 


This doctrine was reéxamined and pronounced sound in the more 


See the Milwaukee Railway case, cited in footnote 16 above. 
Crowell v. Benson, 285 U.S. 22 (1932). 
~ Best stated in Ohio Valley Water Co. v. Ben Avon Borough, 253 U.S. 287 (1920). 


| Cf. footnote 17 above. 
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recent St. Joseph Stockyards case,*° involving a rate-making proceed- 
ing under the Packers and Stockyards act. The District Court had taken 
the view that “even though the issue is one of confiscation, the court is 
bound to accept the findings of the Secretary if they are supported 
by substantial evidence.” To this the Supreme Court, speaking through 
Chief Justice Hughes, took strong exception: 


Legislative agencies, with varying qualifications, work in a field peculiarly 
exposed to political demands. Some may be expert and impartial, others sub- 
servient. It is not difficult for them to observe the requirements of law in 
giving a hearing and receiving evidence. But to say that their findings of fact 
may be made conclusive where constitutional rights of liberty and property 
are involved, although the evidence clearly establishes that the findings are 
wrong and constitutional rights have been invaded, is to place these rights at 
the mercy of administrative officials and seriously to impair the security in- 
herent in our judicial safeguards. That prospect, with our multip!ication of ad- 
ministrative agencies, is not one to be lightly regarded. . . . The principle 
applies when rights either of person or of property are protected by constitu- 
tional restrictions. . . . As the question is whether the legislative action has 
passed beyond the lowest limit of the permitted zone of reasonableness into 
the forbidden reaches of confiscation, judicial scrutiny must of necessity take 
into account the entire legislative process, including the reasoning and findings 
upon which the legislation rests. 


Even though concurring, Justice Brandeis nonetheless vigorously op- 
posed the reprimand to the District Court for its limitation of the scope 
of judicial review. “Like the lower court” he saw “no good reason ... 
for making special exception of issues of fact bearing upon a constitu- 
tional right.” He found, in the Fifth (and Fourteenth) Amendment or 
in Articles III of the Constitution, nothing which required, in fulfillment 
of due process, “judicial review of the correctness of findings of fact... 
concerning the value of . . . property or its net income.” In the previous 
decisions of the Court, he found two important distinctions: 


The first distinction is between issues of law and issues of fact. When dealing 
with constitutional rights . . . , there must be the opportunity of presenting in 
an appropriate proceeding, at some time, to some court, every question of law 
raised, whatever the nature of the right invoked or the status of him who 
claims it. The second distinction is between the right to liberty of person and 
other constitutional rights. . . . A citizen who claims that his liberty is being 
infringed is entitled, upon habeas corpus, to the opportunity of a judicial 
determination of the facts. . . . But a multitude of decisions tells us that when 
dealing with property a much more liberal rule applies. They show that due 
process of law does not always entitle an owner to have the correctness of 
findings of fact reviewed by a court. 


“ St. Joseph Stockyards Co. v. U.S., 298 U.S. 38 (1936). 
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Reviewing at length the great delay and cost of various utility rate- 
making cases, including the present one, he urged the need for “rea- 
sonable promptness” and the ill-effects of the Court’s uncompromising 
attitude upon the process of developing capable and responsible ad- 
ministrators. Finally, instead of requiring trial de novo in rate cases 
involving the “constitutional” issue of confiscation, as advanced in the 
principal opinion, Brandeis would merely require judicially acceptable 
internal procedures by the regulatory body.“ 

Not only has the Court long held valuation findings subject to judi- 
cial review as “constitutional” facts, but it has not yet abandoned that 
much maligned hydra, the valuation formula of Smyth v. Ames," by 
which utility commissions were directed to determine these facts. 
Nevertheless, the basis for such an abandonment is clearly suggested 
in the recent Natural Gas Pipeline opinion,** where it was held that 
“The Constitution does not bind rate-making bodies to the service of 
any single formula or combination of formulas. Agencies to which this 
legislative power has been delegated are free, within the ambit of their 
statutory authority, to make the pragmatic adjustments which may be 
called for by particular circumstances.” Three Justices, in a concurring 
opinion, saw in this statement the opportunity for rate-making bodies, 
if they so choose, to adopt “prudent investment” as an alternative rate 
base. This decision at least suggests the possibility that the Court may 
show somewhat greater deference to the “fact” of valuation as deter- 
mined by regulatory bodies in the future. 


Other Facts 


Apart from those administrative findings of fact which the Court 
holds to bear upon a constitutional right, it has shown more or less 
deference to the findings of regulatory agencies, if based on evidence. 
In the early days of the Interstate Commerce Commission and the 
Federal Trade Commission, however, this deference tended to be lip 
service only. 

The I.C.C. was able to mark out a satisfactory division of functions 
with the courts only after a quarter-century of aggressive and able 
administration. Until the Hepburn act of 1906, it could compel obe- 
dience to an order only through the Circuit Courts of Appeals, which 
used such opportunities as the occasion for trying cases de novo. With 
the passage of time and new statutes increasing the authority of the 
Commission, however, the Court gradually gave ground, its apparent 


Considered in the next section below. 
" Cited in footnote 17 above. 
“Federal Power Commission v. Natural Gas Pipeline Co. of America, 315 U.S. 575 
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deference becoming ever more real. Thus, by 1913, the Court was 
willing to rule that a rate order of the Commission “was not arbitrary 
but sustained by substantial, though conflicting evidence. The courts 
cannot settle the conflict nor put their judgment against that of the 
rate-making body.” 

The Federal Trade Commission, created in 1914 largely because 
of a distrust of the latitude which the “rule of reason” had given to 
judicial discretion, had an even harder row to hoe. For example, its 
findings as to “unfair methods of competition” were declared to be 
“matters of law,” hence “for the courts, not the commission, ultimately 
to determine.” As a result, the judicial “rule of reason” continued to 
hold sway and the courts increasingly substituted their own judgments 
for those of the Commission. 

But in 1934, the Supreme Court made an overnight shift in its atti- 
tude toward the Commission. In the Algoma case,” a unanimous court 
vigorously asserted that: 


“The findings of the Commission as to facts, if supported by testimony, 
shail be conclusive” (15 U.S.C. 45). The Court of Appeals, though professing 
adherence to this mandate, honored it, we think, with lip service only. In form 
the court determined that the finding of unfair competition had no support 
whatever. In fact what the court did was to make its own appraisal of the 
testimony, picking and choosing for itself among uncertain and conflicting 
inferences. Statute and decision . . . forbid that exercise of power. . . . If all 
[the evidence] may be ignored in the face of the findings of the Commission, 
it can only be by turning the court into an administrative body which is to 
try the case anew. 


And shortly afterward, the Court added further punch to its sudden 
reversal: 


While this court has declared it is for the courts to determine what practices 
or methods of competition are to be deemed unfair, . . . in passing on that 
question the determination of the Commission is of weight. . . . If the point 
were more doubtful than we think it is, we should hesitate to reject the conclu- 
sion of the Commission, based as it is upon clear, specific, and comprehensive 
findings supported by evidence.*? 


This sharp reversal in judicial attitude suggests the tendency of the 
Court to subject infant commissions to “trial by ordeal,” in the belief 
that it would thereby force them to bring their findings up to a high 


© 1.C.C. v. Louisville and Nashville Ry., 227 U.S. 88 (1913). 

” F.T.C. v. Gratz, 253 U.S. 421 (1920). 

“FT.C. v. Algoma Lumber Co., 291 U.S. 67. Followed also in F.T.C. v. Standari 
Educational Society, 302 U.S. 112 (1937). 

" F.T.C. v. Keppel and Bro., 291 U.S. 304 (1934). 
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standard of fairness and accuracy. But commissions created in the past 
decade have, for the most part, succeeded in gaining judicial deference 
for their findings in a much shorter lapse of time. 

Thus, the findings of the National Labor Relations Board—operat- 
ing, like the F.T.C., in a highly controversial sector of “competitive” 
industry—found rather ready acceptance. For example, in 1940, the 
Supreme Court rebuked a circuit court of appeals for invading the 
jurisdiction of the Board. Said the Court, after reserving questions 
of law for judicial review, “. . . Congress has deemed it wise to entrust 
the finding of facts to . . . specialized agencies. It is essential that courts 
regard this division of responsibility which Congress as a matter of 
policy has embodied in the very statute from which the Court of Ap- 
peals derived its jurisdiction to act.” 

Reviewing the evidence for the Board’s findings that an employer 
had interfered with his employees’ free choice of a collective bargaining 
agency, the Court found it “substantial.”°* The opinion concluded: 
“The Court of Appeals’ failure to enforce the Board’s order resulted 
from the substitution of its judgment on disputed facts for the Board’s 
judgment,—and power to do that has been denied the courts by Con- 
gress. Whether the court would reach the same conclusion as the Board 
from the conflicting evidence is immaterial... .” 

We may conclude that administrative findings of fact not involving 
constitutional rights are now subject to judicial review only to the 
extent necessary to determine if there is a reasonable foundation for 
the findings. Weighing of the evidence is for the regulatory agency 
itself. 


[V—Judicial Review of the Procedures of Regulatory Agencies 


Not all of the procedures of regulatory agencies are subject to judi- 
cial control. For example, when agencies make general rules and regu- 
lations, they are performing a strictly legislative function. Since such 
rules and regulations do not directly affect rights until they are applied, 
the courts have not concerned themselves with rule-making procedures. 

An agency may, however, then apply these rules and regulations 
generally through a “legislative order” by which, for example, a rail- 
way rate schedule is established (still a legislative act). Or it may 
apply them to a specific case to determine the rights and duties of 
individuals upon a past state of facts, as the basis for a “cease and 
desist” order (an adjudicative act). In either case, since private rights 


“N.L.R.B. v. Waterman Steamship Co., 309 U.S. 206 (1940). 


rding to a recent decision (cited in footnote 13 above), “Substantial evidence 
ns such relevant evidence as a reasonable mind might accept as adequate to sup- 
port a conclusion.” Such evidence must have “rational probative force.” 


: 
ar 
3 


72 THE AMERICAN ECONOMIC REVIEW [MARCH 


may be substantially affected, the courts have insisted that due process 
requires judicial review of administrative procedures.” 

What are the requirements of such “procedural due process”? Jus- 
tice Brandeis summarized them as follows: 

The inexorable safeguard which the due process clause assures is . . . that 
the trier of the facts shall be an impartial tribunal; that no finding shall be 
made except upon due notice and opportunity to be heard; that the procedure 
at the hearing shall be consistent with the essentials of a fair trial; and that it 
shall be conducted in such a way that there will be opportunity for a court to 
determine whether the applicable rules of law and procedure were observed." 


These requirements in themselves appear relatively simple. But, 
with the multiplication of regulatory agencies in the past decade, it 
was inevitable that the procedures of the different agencies would vary 
widely in the degree to which they followed these principles, due to 
wide differences in the quality of personnel, the charged atmosphere 
in which many of them got under way, the necessity of division of labor 
in the “quasi-judicial” process, and the very lack of standardization in 
the details of administrative procedure. The result was that adminis- 
trative law, long the stepchild of the law, suddenly came into its own 
in legal and juridical thought. 

Thus, in the Morgan cases,” of 1936-38, the Supreme Court took 
a substantial step toward widening the scope of judicial inquiry into 
the internal workings of administrative bodies. These cases arose out 
of the attempt of the Secretary of Agriculture, under the Packers and 
Stockyards act, to regulate the rates of livestock marketing agencies 
at the Kansas City stockyards. These agencies had attacked a rate 
order of 1933 on both substantive and procedural grounds. A lower 
court had struck out the latter and denied an injunction against the 
order for substantive reasons. In 1936, however, the Supreme Court 
reversed this decision on the sole ground that the Secretary had failed 
to meet the fundamental procedural requirements of a “full hearing.” 
While he had signed the rate-fixing order, the Secretary had delegated 
the hearing and weighing of evidence and arguments to an assistant, 
and had himself failed to “consider and appraise the evidence” or to 
hear or read argument on behalf of the aggrieved party. This could not 
stand, said the Court, for “the one who decides must hear.” 

Remanded to the District Court, the case again reached the Supreme 


* Blachly and Oatman, Federal Regulatory Action and Control (Washin; con, Brookings 
Inst., 1940), pp. 85-88. 

“St. Joseph Steckyards case, cited in footnote 45 above. 

" Morgan v. U.S., 298 U.S. 468 (1936); Morgan v. U.S., 304 U.S. 1 (1938). See also 
US. v. Morgan, 307 U.S. 183 (1938); Morgan v. U.S., 32 F. Supp. 546 (W.D. Missoum, 
1940). 
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Court in 1938. In this second Morgan case, the Court took a new tack, 
the lack of adequate notice. The Secretary, having started proceedings 
as a general investigation, had never filed a specific complaint against 
the marketing agencies in question. Furthermore, the Secretary had 
accepted and made as his own the findings of the government prosecu- 
tors, after an ex parte discussion with them and without according any 
reasonable opportunity to the respondents to know the claims thus 
presented and contest them. This decision was taken to imply the 
necessity of a trial examiner’s intermediate report as a basis of argu- 
ment before the final decision. As these decisions were made, the various 
regulatory agencies immediately reéxamined their procedures to bring 
them in line with the decisions. Fears that the second Morgan case 
sought to cast in a single mold the internal procedure of every regula- 
tory agency were largely dispelled a few months later, however, when 
the Court unanimously held that “the Fifth Amendment guarantees no 
particular form of procedure; it protects substantial rights.” 

This new judicial pragmatism was most strongly expressed in the 
Pottsville case’ of 1940. Here the Court argued that the only appro- 
priate questions for judicial decision were: 


Whether the Commission applies the legislative standards validly set up, 
whether it acts within the authority conferred or goes beyond it, whether its 
proceedings satisfy the pertinent demands of due process, whether, in short, 
there is compliance with the legal requirements which fix the province of the 
Commission and govern its action. 


In this decision, the Court took sharp cognizance of the necessity of 
judicial self-restraint in the administrative-judicial relationship. Regu- 
latory agencies, it was argued, grew largely out of the need of govern- 
ment supervision of economic enterprise. These agencies had been 
invested “with power far exceeding and different from the conventional 
judicial modes for adjusting conflicting claims.” On the other hand, 
these conventional modes—the technical rules of the hierarchy of courts 
as to trial procedure, rules of evidence, and appellate review—had 
developed under far different conditions and far more narrowly defined 
circumstances. “These differences in origin and function preclude 
wholesale transplantation of the rules of procedure, trial, and review 
which have evolved from the history and experience of courts.” 

We may conclude that, given its new deference to administrative 
findings, the Court has quite properly focused its attention upon the 


“NV.L.R.B. v. Mackay Radio and Telegraph Co., 304 U.S. 333 (1938). 


"Federal Communications Commission v. Pottsville Broadcasting Co., 309 US. 134 


: 940), notable also for the fact that Justice McReynolds concurred in the unanimous 
ecision. 
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fairness and accuracy of the procedures by which these findings are 
arrived at. This new judicial attitude, strongly bolstered by Congres- 
sional fears of excesses of administrative discretion,” has spurred the 
regulatory agencies on in putting their procedural house in order in 
the past few years.” 


V—Summary and Conclusions 


The principal judicial attitudes toward federal regulatory agencies 
which currently hold may be briefly summarized as follows: 

1. Public utilities and “businesses affected with a public interest” 
are not immune to sweeping investigations or the requirement of peri- 
odic reports, in either case without a charge of illegal conduct. The 
Fourth Amendment is still an effective limitation upon the investiga- 
tory powers of regulatory agencies into what the Court has long con- 
sidered “competitive” industry. But the basis for increased access to 
corporation books and records appears to lie in the Court’s recent 
decisions on the scope of the “public interest” concept and the com- 
merce power. 

2. The Court still insists upon judicial review de novo of both the 
law and the facts where administrative findings involve “constitu- 
tional” facts impinging upon private liberty and property. Even so, 
some signs point to a growing judicial deference to the valuations of 
rate-making bodies. At any rate, the line between matters of fact and 
matters of law has been redrawn in such a way that the Court places 
greater dependence upon the findings of fact of specialized and pre- 
sumably expert agencies. And, apart from “constitutional” facts, the 
Court now refuses to subject administrative findings to trial de novo. 
It merely insists that there be a reasonable basis for such findings, 
leaving the weighing of the evidence to the regulatory body. 

3. At the same time, the Court has shown a sharp new interest in 
bringing the internal procedures of regulatory agencies within the 
constitutional bounds of “procedural due process”—impartiality of the 
tribunal, findings only after adequate notice and the opportunity for a 
full hearing, conformity with the essentials of a fair trial, and the right 
to “a day in court”—if the litigant wishes to challenge the applicable 
rules of law and procedure. 

In the writer’s opinion, the Supreme Court has been fully warranted, 

” Reflected in the passage of the Walter-Logan Bill in 1940. Vetoed by the President, 
this bill would have held all administrative rules and orders subject to judicial review. 


It would have forced back upon the courts responsibilities which they were currently 
shifting to the regulatory agencies. 

“ Resulting in that landmark in the development of administrative law, the Report of 
the Attorney General’s Committee on Administrative Procedure, Administrative Procedure 
in Government Agencies, Sen. Doc. 8, 77th Cong., 1st Sess., 1941. 


} 


| 
| 
| 3 
{ 


1944] NICHOLLS: REGULATORY AGENCIES AND THE COURTS 75 


and only too tardy, in taking its new position toward the regulatory 
agencies. But this marked shift in the balance of power within the 
federal government creates new problems just as surely as it solves 
some old ones. Certainly, some of the new agencies leave much to be 
desired in the way of administrative responsibility, impartiality and 
quality of personnel. And, in any case, it has become essential that 
Congress accept its increased responsibility for effective but construc- 
tive criticism of the bureaucracy which it has created. For, no matter 
how expert these agencies, they cannot succeed in the controversial 
area in which many of them operate, unless some means is found for 
combining their superior fact-finding facilities with the political consent 
of Congress.” 

Finally, the regulatory agencies need, as never before, workable 
criteria which will serve as effective benchmarks in the development 
of sound national economic policy within the charged atmosphere of 
the nation politic. Only if economists develop such criteria, can they 
serve any constructive purpose in shaping things to come. It is to be 
hoped that they will not be found wanting. 

For an excellent and constructive analysis of this problem, see Roland Young, This 


is Congress (New York, Knopf, 1943), pp. 210-18. Cf. Nicholls and Vieg, Wartime 
Government in Operation (Philadelphia, Blakiston, 1943), especially chaps. VI and VII. 
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THE RISE OF INDEPENDENT UNIONISM AND THE 
DECLINE OF LABOR OLIGOPOLY 


By Mary 


Common generalizations about trade unions—that they extort ex- 
orbitant dues for the right to work, that they are undemocratic, that 
their leaders are racketeers—have finally found concrete expression 
among American workingmen themselves. The expression has taken 
the form of unaffiliated unions on a local, industr‘al, and national scale. 
Some of these organizations employ the same devices used by their 
affiliated rivals; others scorn such devices and place their faith in a 
community of interest between employer and employee rather than in 
conflict of purposes. In the traditional sense, some of them are not 
trade unions at all, but depend upon employer good will to secure 
their demands. For the most part, however, they are genuinely inde- 
pendent of the employer and depend upon their own power in col- 
lective bargaining. Many of them, probably the largest number, have 
never tested their strength in a strike. 

The railroad brotherhoods (themselves unaffiliated) and the Ameri- 
can Federation of Labor long dominated the field of trade union activity 
in the United States, and that dominance obscured the fact that 
American workers actually shared many of the notions held by other 
groups in the population. The loudest voices heard in legislatures and 
across collective bargaining tables have been those of the AFL, the 
brotherhoods and, more recently, the CIO. Those voices expressed the 
same demands, and the essential heterogeneity of the American working 
class was overlooked because of the apparent unity within the labor 
movement. The New Deal has changed all that. Given freedom to 
choose their organizations, American workers have belatedly shown 
that there are among their numbers men who want to be represented 
by new organizations not subject to the real or imagined shortcomings 
of the old. 

At present nearly a million workers are organized into unaffiliated 
groups whose very existence is a tacit criticism of the old-line organiza- 
tions. Many of these locals were set up on the initiative of workers 
themselves, avowedly to head off an organizational drive by an AFL 
or CIO unit. The larger ones are militantly independent of the em- 


* Miss Klemm is at Randolph-Macon Woman’s College, Lynchburg, serving as adjunct 
professor of economics and socioloy. 
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ployer as well as of the AFL and CIO. Some are of near company 
union caliber. For the most part, their initiation fees and dues are much 
lower than those of AFL groups and usually of CIO affiliates; their 
constitutions provide for rank-and-file participation in policy making, 
for recall of officers through local action, and for limited officer tenure. 

Most of them have no access to outside aid in contract negotiation 
or funds for strike benefits, although the recently-organized Confeder- 
ated Unions of America has promised its constituent groups wage and 
other data to help them in collective bargaining. At least two of the 
national organizations are opposed to the closed shop on principle, al- 
though the majority of them have concluded such contracts to protect 
their memberships from raids of outside unions. Independent unions, 
possibly with the exception of the Industrial Trades Union of America, 
have used the strike weapon sparingly, and it is indicative of their 
temper that they lay great stress on “peace” and “keeping labor rela- 
tions at home.” Whether the small, unaffiliated locals can survive with 
such a policy remains to be proved. Those with national connections 
are in a better position to do so. 

The AFL has always had rivals. The Knights of Labor, the Indus- 
trial Workers of the World, and evanescent groups of socialist workers 
have risen from time to time to challenge the right of the AFL to 
speak for American labor. Within the AFL itself, jurisdictional dis- 
putes have marred the harmony of American workers in their drive 
for better wages, hours, and working conditions. Workers have long 
shared the notions of farmers, small industrialists, and professional 
people that any one with the requisite ability, given freedom to 
compete, could rise to the top of the American heap, either politically 
or economically. But this brand of individualism remained submerged 
in the working,unity forced upon the AFL in its fight to organize and 
secure recognition in the face of determined employer opposition. 

In the struggle to organize, to stay organized, and bargain, American 
workers could not afford the luxury of completely self-determining 
locals or reliance on such local groups for strike benefits, legal aid, 
and bargaining. In a sense, they had no choice of labor organization, 
if they were successfully to press their demands. Then the Norris- 
LaGuardia act of 1932 removed unions from the intimidating menace 
of wholesale labor injunctions. The Wagner act guaranteed workers 
the right freely to choose their representatives for bargaining, and 
the stage was set for the diverse ideas of the working population to 

show themselves in labor organizations. 
“Unions of their own choosing” is a phrase taken quite literally by 
the unaffiliated groups. There is not and never has been a “working class 
ideology” among American wage workers; witness scabbing, jurisdic- 
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tional and interunion disputes, membership raids. The antimonopoly 
individualistic sentiments of all Americans, including workers, have 
prevented a completely cohesive labor movement. And now the Wagner 
act permits an even greater diversity. 

If a worker is not satisfied that an existing labor organization serves 
his interests or expresses his ideas, he is free to join or organize one 
which does. Moreover, the majority rule gives him a breathing space in 
which he and others like him may set up a rival group before the out- 
side union has secured certification. The independent may itself be 
certified! And once certified, the law imposes upon the employer the 
duty of bargaining. The independent may even secure a closed shop 
for itself, and that without a struggle in the courts. So the way has 
been paved for a variety of labor organizations to express the variety 
of sentiments of American workers. 

Localism in government has accompanied economic individualism 
in the array of attitudes left over in American society from its pioneer- 
ing, agricultural history. In the face of increasing federalism, local 
determination and states rights have persisted as an American ideal. 
The ideal finds expression again in the very evident desire of the 
unaffiliated unions to handle employment relations without outside 
interference and to preserve the autonomy of local groups. The very 
structure of the AFL, with an executive committee of quite limited 
power over constituent internationals, still evidences ihe same attitude. 

But if the Federation structure is weak, the structure of the new 
federations is even weaker. Within the AFL the building trades and 
the metal workers, the brewers and the steamfitters, the brewers and 
the teamsters, and more recently the machinists and the carpenters, 
have encroached from time to time upon each other’s paper jurisdictions 
and have been suspended or have seceded from the Federation. These 
internationals, once their claims have been compromised, usually return 
to the fold. The mew independents, on the other hand, do not antici- 
pate a compromise with the older internationals: they will go their 
own way in a new federation even more loosely organized than the AFL. 
The United Brotherhood of Weldors, for example, makes much of the 
fact that the AFL regards welding as a tool rather than a trade, and 
so the United remains independent rather than merge its membership 
and lose its identify. Especially do the aircraft welders consider them: 
selves in a special category whose interests cannot be protected throug) 
association with welders in other industries. Similarly, the air line 
mechanics are independent because they desire to maintain their 
separate identity. 

Some formerly independent unions of plant guards in the Detroil 
area affiliated with the CIO only when the automobile workers wert 
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willing to charter a separate local for them. The railway supervisors 
are independent because to affiliate with the appropriate brotherhood 
would mean breaking up their separate group. To be sure a large 
number of the constituent unions of the AFL and several CIO affiliates 
are craft organizations, but existing internationals are jealous of their 
jurisdictions and are usually able to prevent the affiliation of a sep- 
arate, new group of workers already claimed, jurisdictionally, by the 
older unions, 

The ordinary workman’s fear and dislike of strikes have contributed 
also to the growth of unaffiliated unions. The series of walkouts and sit- 
downs which marked the bitter relations between the AFL, the CIO, 
and employers in the early days of the AFL-CIO split was regarded 
with fear by unorganized workers. They believed they would be 
coerced into membership and forced to participate in a quarrel in 
which they had no real stake. Thus many independents, especially in 
the smaller plants and towns, were set up to head off an AFL or CIO 
drive which, if successful, would have involved the newly-organized 
workers in interunion strikes and would have made them parties to a 
dispute which, in its earlier stages at least, was a real one only among 
leaders at the very top of the labor movement. Especially was the 
radicalism of the CIO feared by workers in small communities. 

If a walkout becomes the only way to obtain concessions felt to be 


justifiable, most workers will strike, and independent unions have 
used the weapon on occasion. They have even struck in their disputes 
with their outside rivals. For the most part, however, they have not 
had either the treasuries or the will to use the weapon. The words 
“peace” and “peaceful” appear very often indeed in the official state- 


ments of independent unions. 

Finally, the relatively low dues and initiation fees of the independent 
organizations touch a very sensitive string in the hearts of American 
workmen. They think trade union membership costs too much, and 
are quite content to benefit from the results of bargaining without con- 
tributing to the support of the organization that made it possible. Low 
dues are a trump card in membership solicitation. Low dues, of course, 
mean a scanty treasury, and a scanty treasury means that a strike 
threat will be empty. So the bargaining strength of such a union is 
curtailed. For the nonce, however, low membership dues are attractive. 
The Wisconsin group of independents, brought together under the name 
Associated Unions of America, realized in 1938 that the inadequacy 
of the AUA treasury seriously hampered the services rendered to con- 
stituent unions, but was unable to get the necessary vote to increase 
dues. It is altogether likely that the unaffiliated groups will find it 
necessary to increase dues as their organizations expand, especially 
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when they ally themselves with other independents to take cases to 
the National Labor Relations Board and to the War Labor Board. 

All degrees of independence of employer domination and/or support 
exist among organized workers at the present time. Company unions 
still exist and flourish in businesses not subject to the Wagner act and 
its few state counterparts, as well as in enterprises which do fall 
within the jurisdiction of the laws. The labor boards act, not on their 
own initiative, but on complaints of unions or individuals; hence, com- 
pany unions have a clear field in those plants and industries which 
outside unions have not yet attempted to organize. Moreover, devices 
for employer support of a union have become more subtle and less 
easily detected or proved. It must be added that some employee repre- 
sentation plans have enlisted the genuine support of employees and 
immunized them to the solicitation of outside organizers. 

Company unions now in existence have for the most part divested 
themselves of the more obvious hallmarks of the employee representa- 
tion schemes of he twenties. Employers subject to the Wagner act 
now know that it is dangerous to “bargain” with a group whose policies 
are subject to veto by management, or with a group representative of 
management as well as men, or with a group whose budget is under- 
written in whole or in part by the management. Unions dependent 
upon the employer do exist, however, and many of them with the active 
support of employees. 

Genuinely independent of employer support are almost all of the 
groups in the AFL and CIO,’ the railroad brotherhoods, and a great 
majority of unions not affiliated with any of the old-line organizations. 
Several distinguishable groups of unaffiliated unions, genuinely inde- 
pendent of employer domination, are described below. 


Independent Unions Only Temporarily Unaffiliated 


Among existing independent groups must be numbered those locals 
and internationals which, for one reason or another, are outside the 
AFL or CIO only temporarily. These groups use the strike weapon, 
engage in genuine collective bargaining, maintain full-time officers, and 
have substantial funds. In point are the International Union of United 
Brewery, Flour, Cereal, and Soft Drink Workers of America, suspended 
in 1941 after a refusal to surrender the beer drivers to the teamsters 
union; and the International Typographical Union, which terminated 
its long affiliation with the AFL in 1939 during a dispute over a pet 
capita assessment. Affiliated with the AFL, then the CIO, and now 

* Company union charges under the Wagner act are sometimes brought by a CIO group 
against a rival AFL unit, and in several cases the National Labor Relations Board ha 
sustained the charge. 
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again with the AFL is the record of the International Ladies’ Garment 
Workers’ Union. The United Mine Workers of America have followed 
a similar pattern. The machinists, brewery workers, and typographers 
will probably be back in the fold again when their disputes within the 
Federation are composed. 

A small group of unions, once affiliated with one of the two large 
federations, have pulled out and show no inclination to reaffiliate. 
Among them are the Chartered Society of Amalgamated Lace Opera- 
tives of America, the Brotherhood of Shoe and Allied Craftsmen, and 
the United Aircraft Welders of America. The lace workers, organized 
in 1892 and affiliated with the AFL in 1894, severed their connection 
in 1912 and have remained unaffiliated ever since. The group now 
claims 3,500 members in 25 locals in Pennsylvania, New York, New 
Jersey, Rhode Island, Connecticut, and Illinois. 

The aircraft welders, a younger group, was organized in California 
in 1937 and was for six months affiliated with the CIO through the 
latter’s Aircraft Division. But the aircraft welders felt they gained 
nothing by throwing their lot in with other aircraft employees, so they 
left the CIO. They have since steadfastly refused to affiliate with the 
AFL or even with any of the federations of independents recently or- 
ganized. They now claim a membership of 3,000 in six locals in Cali- 
fornia and Des Moines, Iowa. 

The Brotherhood of Shoe and Allied Craftsmen was organized in 
1933 from a dozen dissident !ocals of the AFL boot and shoe workers’ 
union in Brockton, Massachusetts. The Brotherhood remains inde- 
pendent because it feels the rank and file of shoe workers have no 
voice in policy determination within the AFL international. To date 
it has also resisted efforts of the new federations to affiliate it. The 
Friendly Society of Engravers and Sketchmakers, with a thousand 
members and contracts covering 95 per cent of the industry, is like- 
wise independent of the AFL. The Glove Workers’ Union of Fulton 
County has had a similar history. 


Locai Unaffiliated Unions 


Most numerous of unaffiliated unions existing at present are the 
single-plant units. Some of them are successors to company unions, 
some have never been suspected of company union taint. A few are 
aggressive in their bargaining tactics and policies, but most of them 
are very mild. Many enjoy closed shop contracts, and almost all of 
them enjoy the subtle support of employer favor. They are the object 
of unremitting warfare by affiliated rivals, which seek to raid their 
memberships, to affiliate them, to defeat them in labor board elections, 
or to prove company union charges against them. Consequently, unless 


0 
t 
ll 
r 
; 
qd 
d 
+ 
f 
it 
e 
ut 
| 
ty 
i 
W 7 


82 THE AMERICAN ECONOMIC REVIEW [ MARCH 


protected by favorable conditions of employment by a management 
eager to avoid outside interference in labor relations, these local 
units are unstable affairs. With employer support, still they are fre. 
quently allowed to lapse into dormancy by a volunteer leadership which 
finds too arduous the job of holding the membership together while 
at the same time working full time in the plant. 

Almost never do these locals pay salaries to their officers, and the 
tasks of dues collection, conduct of meetings, contract negotiation, 
grievance adjustment, membership solicitation, and preserving the life 
of the organization fall upon already busy men. Frequently these local 
units employ legal counsel to help them with contract negotiation. Al] 
of them operate under their own constitution without management veto, 
Some are incorporated, and thus may retain their legal existence (and 
also provide an attorney with an argument to be used before a labor 
board) even after the group has ceased being a functioning one. For 
the most part, they raintain cordial relations with management, espe- 
cially in small plants where labor turnover is low and where every one 
knows every one else personally. 

Their effectiveness as agencies for collective bargaining depends 
largely upon the quality of the local leadership. These men can and 
do learn to make demands and counter demands, to write fool-prooi 
agreements, and to adjust grievances. All too frequently, however, 
they remain amateurs at a task which demands much skill and finesse. 
It is in grievance adjustment that tiicy make their greatest contribv- 
tion to industrial relations. Adjustments can be made with a minimum 
of friction by leaders who know plant conditions first-hand and who 
have had long tenure there. 

There are in the United States hundreds—perhaps thousands—i 
single-plant, independent unions. Unionism was in the air in 1937, and 
workers felt that organization of some kind was inevitable for them. 
Some chose unaffiliated groups as the lesser of two evils; still others 
chose them as an offset to an actual or feared niembership campaign 
by an outside union. The thirty-five independent groups existing in 
Wisconsin in late 1942, which responded to inquiries from the author, 
reported that local autonomy and absence of “outside interference’ 
in employment conditions were the most important advantages from 
independence of the AFL and CIO. Lower dues and better relation 
with management ranked second among the avowed reasons for re 
maining unaffiliated. “Freedom of action on problems peculiar to ou! 
industry”; “the men feel as though they have a voice in their ow 
problems”; “no outsider is making a living off the men”; “we are able 
to run our organization as we see fit”—these sentiments found frequetl 
expression by the leaders of the Wisconsin independents. 
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The Local Shop Union of the Jefferson Products Company of Jef- 
ferson, Wisconsin, maintains a closed shop for its 14 members. It exists 
on per capita dues of 25 cents per month, and is completely local in its 


ch mentality. The Independent Mill Workers’ Union of Medford costs its 
ile 200 members 25 cents each month in dues, and bargains for all em- 


ployees without benefit of a closed shop. Also purely home affairs are 
the unions at the Milwaukee Envelope Manufacturing Company, the 
Kimberly-Clark Corporation, the Leverenz Shoe Company, the Garton 


Mn, 

ife Toy Company, and the Kearney-Trecker Corporation, to mention only 
~al a few. 

A] Most of the Wisconsin independents were organized in 1937 and 
to, 1938, after Wisconsin had followed the national lead and enacted legis- 
nd lation similar to the Wagner act. In those years, also, rivalries between 


the AFL and CIO led to bitter disputes and irresponsible actions which 
frightened workers of the state, especially those in the smaller towns. 
The closed shop contracts negotiated at that time represent an attempt 
to stave off one of the two outside groups. The closed shop, for them, 
was a defensive measure, not against the employer, but against their 


ids outside rivals. 

ind 

sof Allied Independent Unions 

er Local independent unions can bargain more or less effectively when 


employment opportunities are on the increase, provided they have an 
» intelligent and alert local leadership. In times of stress, however, a local 
™ without strike funds or the possibility of outside aid finds itself weak 
® indeed. It may find itself having to fight as intervenor company union 
™ charges before a labor board. It may find its membership falling away 
Sas the result of the “boring from within” tactics of some rival group. 
® So these local groups have associated with each other for their mutual 
aid and protection. 

The allied independents show great variety of organization. Some 
' include employees of one or two plants in the same industry, as, for 
; example, the Shoeworkers’ Protective Association; some are composed 


ior, of many locals, craft and industrial, in several industries, as the Asso- 
ce” ciated Unions of America; others, as the United Brotherhood of 
om Weldors, Cutters, and Helpers of America, affiliate locals of a given 
ons occupation only. Still narrower is the membership of the United Air- 
re- crait Welders of America and that of the International Air Line 
our Mechanics’ Association. Most of these alliances are genuinely free 
wn of employer domination or support; one or two are at least suspect. 
ible Some of them are truly national in scope, having affiliates across the 


country; others are confined to a single state or group of states. Most 
of them are very young and have not yet extended their organizations 
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to the limits of their constitutions. “National” and “international” jp 
their names represent hopes, not present facts. 

As to outlook and policies, the allied groups also show great variety, 
The Mechanics’ Educational Society of America, if the statements of 
its president may be taken to describe the mentality of the membership, 
is a class-conscious group far to the left of the AFL internationals and 
even most of the CIO affiliates. The Christian Labor Association, on 
the other hand, looks on both workers and employers as men, and is 
practically devoid of class-consciousness. The allied independents 


differ also in their attitudes toward the closed shop. The MESA and Riv 
the CLA both oppose it, the one arguing that the closed shop is merely 1 
a device to fatten the treasury, the other holding that the device de. wad 
stroys freedom of conscience. The Industrial Trades Union of America, alt 
on the other hand, negotiates closed shop contracts wherever possible. a 
For the rest, they all propose to help each other obtain better wages emr 
and working conditions. Individual contract negotiation is left to local Fed 
unions, with varying degrees of aid and supervision from the parent Uni 
inde 
A very great deal of autonomy exists among the constituent groups, “a 
and only very rarely do they support each other by strike action. The tive 
alliances are all very loose, serving mainly as channels of communica- wane 
tion and as organizing agencies. Like the internationals of the two Bie 
older federations, constituents of the independent alliances vigorously eid 
defend their rights of self-determination, and since the constituents the | 
are locals, ultimate power lies in the hands of the rank-and-file. Most T 
of them are openly hostile to the AFL and the CIO, but at least one aad 
independent alliance has codperated generously with AFL and Cl0 It h 
units. and 
About 40 allied groups of independent unions have come to the atter- mania 
tion of the author, in contrast to the 110 or so affiliated with the AFL nent 
and the 50 or 60 constituents of the CIO. Estimating the total member- oi 
ship of the combined independent groups is too speculative to be at- ae ti 
tempted. The CLA claims 3,000 members, the MESA 42,504, the Elec 
Society of Tool and Die Craftsmen 75,000, the Industrial Trades he 
Union 17,000, the Brotherhood of Weldors 85,000, the Air Line herd! 
Mechanics 4,000, the National Federation of Telephone Workers ws 
165,000, the United Utilities Union of America 251,000. Other groups grou 
refuse to give out membership figures or else make incredible claims. and 
The platforms upon which these allied independents were organized the e 
shed light upon the effectiveness of some of the older unions and upot Pi 
practices against which their members have rebelled. The Independent rapic 
Textile Union of America, which became the Industrial Trades Union state 
of America, set down as “first principles” in the preliminary meeting act.’ 
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of 1931 reasonable dues, low initiation fees, regular and complete 
financial reports to the membership, and local autonomy. Many consti- 
tutions provide for rank-and-file recall of officers, limited tenures, and 
local participation in policy determination. In short, the nondemocratic 
aspects of the older unions have been the target against which the bulk 
of the independents have aimed. In many cases membership in the 
older union was felt to yield no dividends, and the new group was 
organized to do something about it. 


Rival Federations 


Two federations of independents now challenge the right of the AFL 
and CIO to speak for American labor. Many reasons for the formation 
of these federations are given officially, but always in the background 
is antagonism to the AFL and CIO and a desire to break their hold on 
employment conditions, especially, in the case of the United States 
Federation of Labor, the closed shop. Leaders of the Confederated 
Unions of America, the more powerful of the two federations, feel that 
independent unionism is not represented in Washington, where deci- 
sions affecting the whole of the laboring group are made by representa- 
tives of the AFL, the CIO, and the railroad brotherhoods. The CUA 
thus seeks representation in Washington, and has promised to provide 
its constituent nationals with wage and other data as well as with legal 
aid in cases before Washington labor boards. Organized late in 1942, 
the CUA has yet to prove itself. 

The United States Federation of Labor, which selective service has 
made virtually a one-man organization, exists as yet mainly on paper. 
It has affiliated about twenty local groups in Cook County, Illinois, 
and has plans to extend those local groups across all state lines. Its 
main activity at the moment is harassing AFL locals in Chicago. In 
contrast, the CUA has a much wider membership, both geographically 
and numerically, counting among its constituents such strong groups 
as the MESA, the United Brotherhood of Weldors, and the Western 
Electric Independent Labor Federation. Neither of the federations can 
be suspected of company unionism. The CUA does not admit to mem- 
bership any existing group which has figured in a company union case 
before a labor board, and the USFL, which has to date organized the 
groups affiliated with it, in its campaign literature speaks strongly 
and often of the rights of workers to organize without interference by 
the employer. 

Public opinion against the tactics of the old trade unions has been 
rapidly crystallized since 1937. It has found expression in restrictive 
state legislation since 1939 and more recently in the Smith-Connally 
act. Trade unions have had an unfavorable press, and rapid generaliza- 
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tions have been made by many people, workers included, that all unions 
are rackets, that they are undemocratic and violently coercive, and that 
union working rules promise to throtte all private initiative on the part 
of business men and workers alike. Whether the charges are true or 
not, so long as sufficient numbers of people believe them, restrictive 
labor legislation is the result. And when sufficient numbers of workers 
believe that the old unions are rackets, or undemocratic, or a monopoly, 
then those workers are receptive to an unaffiliated union which promises 
something different. 


“Absentee leaders” are widely condemned as the fomenters of strikes a 
and disseminators of radical ideas. Both employers and workers share = 
the notion, and when an independent group is organized, smoother higt 
labor relations can result because local plant problems are kept at [im ~”" 
home. It must be admitted that most employers want to keep their wed 
unions weak, and the “absentee leader” idea has been used as a propa. Jim ‘\“ 
ganda device to create or maintain company unions. Nevertheless it is ee 
significant that the idea, propaganda or not, finds an easy reception. ae 
It reinforces an attitude that already exists. athe 

Whether independent unions will persist depends upon a number . 
of factors, some internal, some external. Will they be able to develop . 
the leadership and accumulate the funds to carry them through de camae 
pressions? In terms of wages and working conditions, will they be able pad 
to show at least as good results as their affiliated rivals? If an employer- — 
employee dispute reaches the stage of a show of strength, will the take 
independents be able to weather a strike? Will adverse labor legislation ahd 
in the post-war era force them into active cooperation or even amalgi- a 
mation with the older groups more experienced in lobbying and in in- — 

tion, 
dustrial warfare? Upon the answers to all these questions depend “th 
their survival as functioning entities. a 
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SOME PROELEMS OF METHODOLOGY IN 
MODERN ECONOMIC THEORY 


By Otto von MERING* 


I 
The rapid and widespread adoption of the Keynesian theory by 


ue contemporary economists, particularly by those who at first were 
* highly critical, will probably be recorded in the future history of 


economic thought as an extraordinary happening. The fact that the 
new theory seems to be opposed to the traditional doctrine in almost 
every respect makes its great success all the more astonishing. The 
present writer does not intend to elaborate on the various reasons which 
cin be advanced for the high reputation of the new theory, apart from 
its intrinsic value. But a few points may be mentioned briefly which 
possibly serve as an explanation. 


oy Mr. Keynes was a professional economist of great fame before he 
f. wrote his General Theory of Employment, Interest and Money. The 
ble traditional theory, based mainly on the assumption of private com- 
ad petition and nonintervention of the government, was unwilling to 
the take the institutional arrangements of the late social liberal era, such 
rm as powerful, government-protected labor unions, and large-scale gov- 


ernment expenditure for the unemployed, as unalterable facts. Conse- 
quently, the neoclassical writers could not give a sufficient explana- 
tion, or rather, they could not indicate a proper remedy, for unem- 
ployment to all those who believe that the laws and regulations of 
social liberalism cannot be restricted but only extended. 

Economists had done research on the lines of the neoclassical school 
for many years, apparently pushing forward to the limits in many 
spheres of investigation. The General Theory became a powerful stimu- 
lus to new inquiries in the far-flung regions of economic studies. 
Theorists with the ability or at least with the inclination to argue by 
deduction, especially with the aid of mathematical analysis, found 
a fertile, almost inexhaustible new field of speculation and “pure” rea- 
soning. No wonder that many writers, particularly those of the younger 
generation, eagerly seized the opportunity, more concerned with the 
chances of real or imaginary discoveries than with the empirical use- 
fulness of their assumptions. 


“The author was formerly a professor at the Handelshochschule, Berlin, and is now 
lecturer on economics at Tufts College. 
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The Keynesian doctrine could draw some support, at least for the 
new theoretical concepts, from those economists who believe that The 
General Theory did not overthrow the principles of the “orthodox” 
school. In the opinions of these authors it is more the outward appear. 
ance than the essence of the economic theory that was changed by Mr, 


Keynes. Finally, the Keynesian theory corresponded well to the gen. Me 
eral political tendency in many countries, whereas the neoclassical doc- ny 
‘ trine was often considered “reactionary.” The latter aspect, of particu. (2) 
lar importance, will be discussed more extensively in the concluding T 
part of this paper. -— 
II and 
There can be no doubt as to the main features of Mr. Keynes's be 
social philosophy, at least in so far as practical government policy is P “ 
concerned. Although the author of The General Theory wishes to main- \ ) : 
tain the principle of private capitalism, he advocates a “comprehensive _ 
socialization of investment’’;* and, furthermore, he wishes government rts 
to exercise “a guiding influence on the propensity to consume.’” The “et 
‘ “arbitrary and inequitable distribution of wealth and incomes” is an d 
“outstanding fault of the economic society.’ 
In the Preface of his book, How to Pay for the War, Mr. Keynes ie, 
clearly exceeds the bounds of scientific research when he pleads for al 
“snatching from the exigency of war positive social improvements.” ey 
He considers both the failure to provide for full employment and the Sy 
inequitable distribution of wealth and income outstanding faults of the empl 
economic society. His theory, however, centers in the first defect. ; 
Hence, in the main course of his reasoning he examines only those ly te 
means of government policy by which this defect may be removed. Let aie 
us see how the expounded theory and the government policy recon- — 
mended for obtaining full employment are related. Does the suggested ial 
policy follow necessarily from the theory? death 
Mr. Keynes divides the determinants of the economic system into vee 
two groups. The first group consists of given factors, 7.e., determinants al 
which are treated “in this place and context” as constant.* These policy 
given factors are the existing skill and quantity of available labor, “aes 
the existing quality and quantity of available equipment, the existing ‘ww 
technique, the degree of competition, the tastes and habits of the beats 
1J. M. Keynes, The General Theory of Employment, Interest and Money (New York, gress] 
Harcourt Brace, 1936), p. 378. Spent 
* Ibid., p. 378. cases, 
* Ibid., p. 372. by hi 
* Ibid., p. 245. High 
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consumer, the disutility of different intensities of labor and of the 
activities of supervision and organization, as well as the social struc- 
ture including the forces—other than the variables set forth below— 
which determine the distribution of the national income. 

The second group of determinants are the “independent variables.” 
They are (1) the three fundamental psychological factors (propensity 
to consume, liquidity preference, and expectations of entrepreneurs), 
(2) the wage unit, and (3) the quantity of money. 

The dependent variables which are thus determined are total con- 
sumption and investment. These in turn compose the national income 
and regulate employment. If employment is not full, the reason may 
be insufficient consumption or insufficient investment, or both. The 
principal means of government policy to obtain full employment are 
(1) taxation of the well-to-do and government expenditure for the low 
income classes in order to increase consumption, as well as govern- 
ment investment as a supplement to private investment; and (2) 
monetary expansion, so that government expenditure need not be 
financed by taxation alone, and in order to reduce the rate of interest 
and hereby promote private investment. 

The question arises whether, within the framework of the Keynesian 
theory, the measures just mentioned are the only ones to assure full 
employment. We confine our attention in the following discussion to 
the policy, referred to under (1), and examine accordingly whether 
this policy could not be replaced by other measures, provided full 
employment is the sole purpose. 

1. Highly progressive income taxation and death duties undoubted- 
ly tend to increase the average propensity to consume. However, the 
same result would be brought about by imposing (1) a very heavy tax 
on that part of the wealthier people’s income which is not consumed 
and (2) a moderately progressive tax on all incomes and moderate 
death levies. Such a combination of taxes may well increase the 
average propensity to consume as much as a very progressive income 
and estate taxation without the sp-. ial tax on unspent income. A tax 
policy of this kind would be inferior to “all out” progressive taxation 
from the standpoint of equity of wealth distribution, but it would not 
be inferior, viewed from the angle of sccuring full employment. On the 
contrary, it may aid employment more effectively than sharply pro- 
gressive taxation applied without distinction between spent and un- 
spent income. For consumption would be equally encouraged in both 
cases, whereas investment and risk bearing would be less disturbed 
by highly progressive taxation which is limited to unspent income. 
High income taxation decreases the profit outlook in regard to all 


| 
H 
I- 
r 
n- 
C- 
u- 
g 
is 
ve 
he 
an 
es 
or 
he 
he 
Ci, 
Se 
o- 
1t0 
ts 
ase 
of, 
ng 
he 
if 


90 THE AMERICAN ECONOMIC REVIEW [MARCH 194 


investments which involve some kind of risk; the tax reduces the 7 
amount of profit which may be expected and leaves the risk un. cus: 
changed. poli 
2. Liquidity preference, according to The General Theory, is regu. tho 
lated by the transactions motive, the precautionary motive, and the able 
speculative motive.’ With respect to the first and second motive, the ploy 
amount of cash holdings is considered as depending on the level of 4 
income. As to the third motive, the rate of interest is regarded as the for 
decisive factor.® Yet it can hardly be denied that liquidity preference the 
may, under certain circumstances, be affected not so much by the expt 
level of income and the rate of interest as by the general confidence Not 
of the investor in the maintenance of the principal rules of the capital- fear 
istic system. tion 
It is worth pointing out that fears of investors in regard to the inte! 
future of the capitalistic system increase liquidity preference and the 
hereby raise the rate of interest; the lack of confidence may well be H 
the active factor. Consequently, a policy aimed at furthering investors’ busi 
confidence would reduce liquidity preference and at the same time ordii 
the rate of interest. The decrease in the rate of interest, given the mar- 5. 
ginal efficiency of capital, would promote investment and hence en:- mar; 
ployment. and 
3. Entrepreneurs’ expectations of prospective yields are, according may 
to The General Theory, partly based on existing facts which are more othe 
or less known for certain and partly on future events which can only poor 
be forecast with more or less confidence.’ Among the latter are mer- abov 
tioned changes in the wage unit®* during the life of the investment quite 
under consideration. It is true that expectation of a change in the wage consi 
unit during the life of an investment is apt to increase the profitability of in 
of the investment if a higher wage unit is anticipated, and the outlook to re 
in regard to the future profit is unfavorable if a fall in the wage unil tion? 
is to be expected. But although an expected rise in wages after con- ‘TI 
pletion of the investment may increase future profit, currently high with 
wages as compared to actual prices lower the marginal efficiency 0 matt 
capital. Moreover, the rise in future wages must be fairly pronounced per ¢ 
if a given investment is to gain in value; and considerably higher wages spent 
can hardly be expected except during a period of strongly marked sive | 
inflation. Come 
incon 
° Ibid., pp. 170-72, 195-96. 
Ibid., pp. 199, 200. 
Ibid., p. 147. 
*/.e., the money wage for a labor unit, as for example the money wage per hour 0 Pigg 
labor. (Marci 


* Assuming the level of price changes, at least approximately, with the wage unit. 
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The question of the relation between wages and prices cannot be dis- 
cussed here. But there seems good reason to believe that a government 
policy, aimed at a very slow but continuous rise in prices, followed, 
though not immediately, by a corresponding rise in wages, has a favor- 
able effect upon the marginal efficiency of capital and hence on em- 
ployment.*° 

4. Mr. Keynes emphasizes the importance of business psychology 
for the marginal efficiency of capital. But he pays little attention to 
the fact that this psychology is greatly affected by the actual and 
expected tax policy, labor policy, and price policy of the government.” 
Not only higher taxation and rising wages may curb enterprise, the 
fear of lower prices in the future also reduces entrepreneurs’ expecta- 
tions. This fear may just as well be aroused by threatened government 
intervention as by “natural” causes, brought about, for example, during 


nd the course of a business cycle. 

be Hence, a government policy designed to raise confidence in the 

rs’ business world that no interference with prices is planned would 

ne ordinarily promote the marginal efficiency of capital. 

iT: 5. It might be argued that measures which tend to increase the 

7" marginal efficiency of capital often reduce the propensity to consume 
and vice versa. For example, lightening of the tax burden on the rich 


may be said to stimulate investment, but reduce consumption. On the 
other hand, progressive taxation and government expenditure for the 


aly poor, while increasing consumption, may make, as was mentioned 
2n- above, would-be investors and entrepreneurs hesitate to invest. It is 
ont quite possible that this factor more than offsets investment induced by 


consumption that was increased as a result of more even distribution 
of income. But is there no way out of the dilemma? Is it impossible 


ok to reconcile policies aimed at promoting both investment and consump- 

nit tion? 

vm There is a confusion of thought which must be avoided in connection 

igh with the problem of the effect of consumption upon employment. What 

J matters is not the total amount of consumption of a society nor the 

ced per capita amount, but the percentage of national income which is 
spent on consumption. This percentage can be increased by progres- 


sive taxation combined with government expenditure for the low in- 
come classes. But it can also be increased by a reduction in per capita 
income, as brought about by an increase in the size of the average 


10 


Mr. Keynes, taking progress of technique and equipment into account, suggests slowly 
ng wages, while prices are kept stable (ibid., p. 271). 
“The importance of labor policy and tax policy is rightly stressed by C. O. Hardy, 
‘. Policy and the National Income: A Review,” Am. Econ. Rev., Vol. XXXII, No. 1 
March, 1942), p. 109. 
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family. This does not necessarily exclude a gradual improvement of 
the standard of living, if only the growth of population exerts such a 
pressure as to make large savings of the masses impossible. In other 
words, the “basic national income,” at which the average propensity 
to consume is equal to one,’* would have to be increased; and the 
government might do its part in raising the customary standard of 
living. 

True, promoting the growth of the population is opposed to the 
purpose of improving the standard of living, inasmuch as the former 
increases, the latter tends to reduce the ratio of consumption to in- 
come. If, however, the stress is laid at least as much on creating 
human wants as on increasing income, the combined pressure of in- 
creased wants and the growth of population may well prevent large. 
scale savings on the part of the low income classes in spite of higher 
real income per family or even per capita. It is well to remember that 
the standard of living of the low income classes was much improved 
during the nineteenth century notwithstanding the high birth rate; 
and no structural unemployment resulted, so that the problem of per- 
manently insufficient consumption did not arise at that time. Whether 
a government policy, directed toward a higher standard of living and 
larger families would be successful is open to doubt. But the succes: 
of Mr. Keynes’s proposals is also debatable. 

The Keynesian solution to the problem of unemployment may be the 
only one if at the same time a more even distribution of income is 
to be obtained and if full employment and elimination of great in- 
equalities in wealth are considered more important than maintenance 
of the system of private enterprise. But, as was shown in the above 
discussion, the economic policy suggested by Mr. Keynes and his 
followers is by no means the only possible way of solving the problem 
of unemployment. 

6. Mr. Keynes may point out that, since he treated the quantity of 
available labor as constant, there was no need for him to discuss the 
influence of population growth on consumption and employment. This 
is true; but the point is that the choice of the constants and variables 
is arbitrary, and it is this choice of the data which gives a bias to 
The General Theory. li the quantity of available labor is taken as 
given, there is no room for government policy toward increasing the 
population. If possible changes in “the socia! structure including the 
forces which determine the distribution of the national income” are 
left out of account, except as set forth by the variables of the system, 
the protection of labor unions by the government and the payment 
of doles are treated as constants. 


*See A. H. Hansen, Fiscal Policy and Business Cycles (New York, Norton, 1941), P 
285. 
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Hence, an essential factor in the whole economy—the fact that the 
unemployed need not fear starvation and that the policy of the labor 
unions can be based upon government aid—is taken as given. Con- 
sequently, not an individualistic system is assumed but a system with } 
strongly marked social control. 

The conclusion which is finally reached, then, is that the existing 
amount of social control is not sufficient. At the same time the infer- 
ence that less government activity than originally taken for granted 
might also be a solution to the problem of unemployment is excluded. 
Government planning is considered flexible only in the direction of 
more planning. 

Alvin H. Hansen indeed states this in unmistakable words: “In a 
controlled economy the government, the corporation, and organized 
groups all exercise a direct influence over the market mechanism... . 
There can be no doubt that these profound changes in institutional ar- 
rangements are significant. It is not possible to go back to the atomistic 
order. Corporations, trade-unions, and government intervention we 
shall continue to have. Modern democracy does not mean individualism. 
It means a system in which private, voluntary organization functions 
under general, and mostly indirect, governmental control. Dictator- 
ship means direct and specific control. We do not have a choice be- 
tween ‘plan and no plan.’ We have a choice only between democratic 
planning and totalitarian regimentation.”** The author does not seem 
to realize that this statement deprives the theoretical discussion of its 
solid foundation. For it can always be claimed that one or the other 
critical government measure cannot be introduced or withdrawn for 
some political reason. Social liberalism is a very vague concept. Never- 
theless, it is taken as a datum of the economic system instead of mak- 
ing the amount of government activities a dependent variable. In 
other words, what should be proved is placed among the suppositions. 

According to Mr. Hansen, total national income of the United 
States during the thirties could have been sustained if it had been 
possible to maintain private fixed capital investment, including pro- 
ducers’ plant and equipment, residential and private non-profit con- 
struction, at the 14 billion dollar level of the period 1925-29.%* As a 
matter of fact, private investment from 1930 to 1939 fell short of this 
figure, the total deficiency during the ten years being estimated by Mr. 
Hansen at 74.6 billion dollars. These statements may seem to be of a 
purely descriptive nature, and Mr. Hansen’s conclusion that govern- 
ment expenditure has to fill the gap appears to be based on objective 
observation of facts. 

Actually, the “deficiency of private investment” is not an ultimate 

Ibid., p. 47. 

“ Ibid., p. 87. 
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datum of the problem, and without examining the causes of this de- 
ficiency the description of the economic conditions is one-sided and 
does not conform to the principle of purely scientific research. The data 
of Mr. Hansen in the problem under consideration are a certain 
consumption function and a certain amount of private investment 
(not a function but a constant). If this amount is not sufficient, to 
make up for the deficiency in consumption, unemployment results and 
only government investment can fill the gap. But nothing is gained by 


. such reasoning. 


The course of economic theory depends on the choice of the data. 
This choice is not—in fact, it cannot be—dictated by pure knowledge 
alone. Hence, there can be no economic theory without at least a grain 
‘of political philosophy. However, by the very fact that we realize this 
‘we may better succeed in avoiding obviously biased conclusions. 

7. The use of certain government actions as data of the system is 
particularly open to objection if the government policy, assumed to be 
existent, is likely to change the data so that more unemployment is 
being created. Mr. Hansen rightly points out that the introduction of 
the social security program in the United States in 1937 caused a 
large accumulation of funds.’® Thus, compulsory savings of the lower 
income classes reduced the average propensity to consume and the 
result is that government policy, in order to reduce savings sufficiently, 
has to raise consumption, not from the level which would prevail under 
ordinary conditions but from the still lower artificial level created by 
the sc cial security program. Hence, still higher progressive taxation 
and/or still more government investment seems inevitable if full em- 
ployment is to be reached. 

Similarly, another objection to the Keynesian theory is that it advo- 
cates a policy opposed to the interest of large investors and entrepre- 

/neurs and then, when this policy is about to be realized, holds the 
high liquidity preference of investors and the timidity of entrepreneurs 
responsible for the necessity further to increase taxation and public 
works. 


In regard to the relation of theory and policy Mr. Keynes believes 
that “the ideals of economists and political philosophers both when 
they are right and when they are wrong are more powerful than is 
commonly understood. Indeed, the world is ruled by little else. Practi- 
cal men who believe themselves to be quite exempt from any intellectual 

influences are usually the slaves of some defunct economist.’”* But is it 


Ibid., p. 239. 
* Keynes, op. cit., p. 383. 
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really true that the economist goes ahead and that the politician fol- 
lows him? Much may be said to support this statement; more, I 
believe, can be brought forward to refute it. In any case, it is a prob- 
lem that cannot be discussed in the cursory manner in which Mr. 
Keynes writes about it. 

It is surprising that he does not even mention the view which 
Vilfredo Pareto expressed about the same subject in his Mind and 
Society." Pareto’s opinion is directly opposed to the Keynesian and it 
seems worth while to dwell upon this important topic somewhat longer. 
The famous Italian author distinguishes’® between (A) the psychic 
state of a people, that is, in great part the product of individual inter- 
ests, economic, political, and social, and of the circumstances under 
which people live, (B) the conduct, namely, the actual management of 
affairs, and (C) the theory. For example, A may be the psychic state of 
a nation in regard to international trade, B, the government policy of 
international trade, and C, the theory of international trade. Pareto 
insists that there is a strong relation A B and AC, but generally only 
a tenuous relation C B. In other words, the psychic state of the people 
influences both the policy of the government and the theory, but the 
theory does not ordinarily work upon the policy. 

With respect to the problem of free trade the Italian author believes 
that powerful individual interests (A), have caused the adoption of 
free trade (B); and that the practice of free trade over a long period 
of years (B), reacted upon the psychic state (A), and intensified it, 
so increasing obstacles in the way of introducing protection. But the 
theory of free trade (C), was—according to Pareto—in no way re- 


sponsible for that. Finally, he makes a prediction, which seems to 


prove true, at least to some extent: Other facts may tend to modify A 
in their turn; “and such modifications may serve to change B and so 
bring protection about. . . . Meantime, modifications in C will be 


observable and new theories favorable to protection will come into 
vogue,’”*” 

If one applies Pareto’s reasoning to the general ideas of the classical 
school as well as to Mr. Keynes’ theory, the argument would run ap- 
proximately as follows: The interests and sentiments of the rising 
class of the eighteenth century, which became the ruling class of the 
nineteenth century, i.e., the bourgeoisie (A), determined the practical 
policy of nonintervention by the government (B), and the theory of 
individualistic economy (C). On the other hand, the interests of the 
working class, whose power was greatly increased during the latter 


Edited by Arthur Livingston, New York, 1935. 
Ibid., Vol. I, pp. 88 
Ibid., p. 92. 
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part of the nineteenth and during the twentieth century (A), are bring. 
ing about the policy of social (“progressive”) liberalism (B), and 
create the Keynesian theory (C), with its concepts of liquidity pref- 
erence, entrepreneurs’ psychological expectations and propensity to 
consume. 

The liquidity preference of the wealthy, threatening employment by 
its influence on the rate of interest and on investment, may be regarded 
as a visible sign of the decline of capitalism. The investors appear as a 
class of parasites, whose euthanasia is both desired and—under an 
adequate policy—predicted. The entrepreneur no longer assumes the 
pioneer réle of the heyday of capitalism but is considered a timid man, 
whose anxious look is constantly directed to the fluctuations of the 
rate of interest and who shrinks from bearing any substantial risk. His 

, existence seems almost useless from the economic angle; only for the 
sake of maintaining democracy he might still deserve some attention. 

There remains the propensity to consume. This magic concept turns 
the bourgeois’ austere motto “produce and save” into the popular 
maxim “consume and spend.” Toil and sweat are removed from their 
dominating position in the field of economic policy and replaced by 
pleasure that involves expenditure. The theory of the propensity to 
consume is adorned by the concept of the multiplier. This concept has 
the advantage that it seems to promise a precise solution to a problem 
whose empirical basis is lamentably poor. At the same time the word 
“multiplier” is apt to cause among laymen enthusiastic hopes with 
regard to the results of government expenditure for the working 
class. 

The proponents of social liberalism had for a long time advocated 
decidedly progressive taxation, but they were somewhat restrained by 
the consideration that too high taxation of wealth would stop saving. 
Furthermore, though in principle disapproving consumption taxes as 
too heavy a burden on the poor, they thought some taxation on con- 
sumers’ goods necessary in order to assure sufficient saving. Now, the 
last theoretical barriers to unrestricted taxation of rich are elimi- 
nated by the new theory and a fiscal policy still more strongly in favor 
of the masses appears to be indicated from the purely economic view- 
point.”® The new theory fits in well with the demands of the great body 
of the people in our time, just as the doctrine of the English classical 
school in the nineteenth century satisfied the wishes of the conten- 
porary British industrialists. 

Naturally, the statement that the condition of mind in the rising 0 
actually ruling class influences not only the practical policy but als 
economic theory does not affect the personal integrity of authors who 


»” Wartime conditions are disregarded in this context. 
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are swimming with the stream, no matter whether we consider writers 
of our own or of earlier times. Opinion to the contrary would be a gross 
misunderstanding of the relation between nonlogical sentiments and 
interests and logical “derivations” in Pareto’s theory. 

Unfortunately (or fortunately?), the adaptation of the economic 
theory to the political and social trend does not necessarily require 
a great change in the underlying data. A seemingly slight shift in the 
assumptions may suffice to change the theory to such an extent that 
the theorist appears to be justified in advocating a policy quite contrary 
to the course of action suggested heretofore. What has changed, then, 


are not the “objective” conditions but the emphasis laid on one or the 


other of the various data of the economic system; and since experience 
inevitably gives us only a very incomplete picture of the actual eco- 
nomic world, the theorist has not too much difficulty in proving what- 
ever he wishes. 

In the concluding notes of his famous book, Mr. Keynes states that 
“madmen in authority who hear voices in the air are distilling their 
frenzy from some academic scribbler of a few years back.’** That may 
be admitted; but the point is that the politician has a vast choice as to 
the scribbling, since there is almost no hypothesis that has not been 
expounded at some time by a so-called economist. Hence, it remains 
true that the politician, not the writer, is the active factor which de- 
termines the trend. That may be revolting to the pride of an ingenious 
and rightly famous theorist. But he should remember Mephistopheles’ 
ominous words: 


The whole whirl strives to mount above, 
Thou ’rt being shoved, believing thou dost shove. 


” Keynes, op. cit., p. 383. 
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THE WAR LABOR BOARD: AN EXPERIMENT IN 
WAGE STABILIZATION 


By JANE CAssELS REcOoRD* 


During the first year which elapsed after the President by Executive 
Order launched a concrete wage stabilization program as an integraj 
part of a renewed campaign to control inflation, wage levels con- 
tinued to rise in spite of stabilization machinery set up by the National 
War Labor Board. From October, 1942, when the Executive Order 
was issued, to October, 1943, average hourly earnings in the United 
States for all manufacturing industries combined rose from 89.3 cents 
to 98.9 cents, an increase of 10.7 per cent.* During the twelve months 
immediately preceding the Executive Order, when no formal wage 
stabilization program was in existence, average hourly earnings for 
this same group increased only 17.3 per cent.? Even taking into con- 
sideration the acceleration in the war effort during the year following 
October, 1942, as compared with that of the preceding twelve months 
and the contingent probability that wages would have increased more 
than 17.3 per cent during the former period had there been no attempts 
at stabilization—it is readily apparent that the War Labor Board 
has not been successful in executing its mandate to stabilize wages at 
levels prevailing on September 15, 1942. 

Wage earnings have continued to rise not only in manufacturing but 
also in public utilities, laundries, hotels, wholesale and retail trade, 
and other nonmanufacturing occupations. To cite a few examples, in 
the October, 1942-October, 1943, period, when stabilization suppos- 
edly was in full swing, average hourly earnings rose from 3.8 per cent 
in telephone and telegraph companies; from 13.4 per cent in power 
laundries; 15.4 per cent in hotels; 8.1 per cent in wholesale trade; 8./ 
per cent in retail trade; 8.3 and 8.7 per cent, respectively, in anthracite 
and bituminous coal mining; and 6 per cent in building construction.’ 

* Mrs. Record is associated with the Regional War Labor Board at Atlanta as econo- 
mist in the wage analysis division. The opinions expressed are her personal views. 

2 The wage-fluctuation statistics cited in this and succeeding paragraphs were taken from 
releases of the Bureau of Labor Statistics, the latest of which was dated December 1%, 
1943. 

*From 76.1 cents in October, 1941. 

*A clear distinction should be made at the outset between wage rates and wage eall- 
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Why has the War Labor Board been unable to stabilize wages at 
September, 1942, levels? It is to an examination of the fundamental 
impediments to stabilization, and of the Board’s policy as it developed 
through a maze of problems and difficulties, that this article is ad- 
dressed. The orientation is more particularly in terms of the South- 
eastern Regional War Labor Board and the eight states within its 
jurisdiction. 

But first, a brief word of background on the origin of the stabilization 
program. 


I 


In the late summer and early fall of 1942, alarm over the threat of 
inflation was felt in the Administration, in Congress, and among the 
public at large. It had become increasingly apparent that prices were 
continuing to rise in spite of existing legislation and the President’s ef- 
forts to the contrary. 

As a result of this strong public feeling, Congress amended the 
Emergency Price Control Act on October 2, 1942,* thereby authorizing 
the President on or before November 1 “to issue a general order 
stabilizing prices, wages, and salaries, affecting the cost of living.” 
The act further stated that “such stabilization shall so far as practicable 
be on the basis of levels which existed on September 15, 1942.” The 
President was given the further authority to provide for making ad- 
justments in these September levels “to the extent that he finds neces- 
sary to aid in the effective prosecution of the war or to correct gross 
inequities.” 

The following day the President issued an Executive Order’ estab- 


nings may fluctuate while wage rates remain constant. The Bureau of Labor 
figures on average hourly earnings include premium payments for overtime and 
ift work, incentive plans, upgradings, alterations in the composition of the work 
ifts in the distribution of manpower among the various industries (i.e., from 
to high-wage industries), etc. In an article on “Trends in Factory Wages, 
published in the Nov., 1943, issue of Monthly Labor Review, H. M. Douty 
ipts to isolate fluctuations in basic wage rates by correcting average hourly earnings 
t overtime premium pay and changes in manpower distribution. These statistics show 
nerease of 5.2 per cent (78.2 to 82.3 cents) for all manufacturing combined, from 
October, 1942, to July, 1943, as compared with a: 7.9 per cent increase (89.3 to 96.3 cents) 
I rected average hourly earnings. During the January-October, 1942, period the 
es were 7.3 and 11.5 per cent, respectively. 
r the Price Control act nor the President’s Order makes clear whether “wages” 
wage levels” refer to rates or earnings. Since the wage stabilization program 
et in a context of inflation control, the implication is that “wages” has a strong 
onnotation because of the significance of purchasing power in the problem of 
For this reason, the writer uses the terms “wages” and “wage levels” in an 
nse unless otherwise indicated. 

Law 729—77th Cong.: “Ar Act to Amend the Emergency Price Control Act of 

\id in Preventing Inflation, and for Other Purposes.” 


* Executive Order No. 9250, Providing for the Stabilizing of the National Economy, 
October 3, 1942, 
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lishing an Office of Economic Stabilization to “formulate and develop 
a comprehensive national economic policy relating to the control of 
civilian purchasing power, prices, rents, wages, salaries, profits, ration- 
ing, subsidies, and all related matters . . . all for the purpose of pre- 
venting avoidable increases in the cost of living, codperating in 
minimizing the unnecessary migration of labor from one business, 
industry, or region to another, and facilitating the prosecution of the 
war.” 

The agency designated to carry out the wage policies of this order 
was the National War Labor Board. Section 2 of Title II specifically 
sets forth the Board’s mandate: not to approve any increase in wages 
prevailing on September 15 “unless such increase is necessary to 
correct maladjustments or inequalities, to eliminate substandards of 
living, to correct gross inequities, or to aid in the prosecution of the 
war.” 

Thus, though the act of Congress and the subsequent order of the 
President did not constitute a wage freeze, the implications were clear 
that wages were to be stabilized at September levels except in rare 
and unusual cases where nonapproval of adjustments would work 
discriminatory hardship on employers and/or employees, or directly 
frustrate the war effort. 


II 


When the National War Labor Board supplanted the National De- 
fense Mediation Board® on January 12, 1942, its primary function was 
still the prevention of strikes in war industries by mediation and adjudi- 
cation of disputes between labor and management. It was not until the 
President’s October order that the Board was charged officially with the 
task of stabilizing wages and given a concrete framework within which 
to work.’ Whereas up to this time the Board had dealt almost exclusively 
with the cases involving disputes between employers and unions with 


*This Board, created by the President’s Executive Order No. 8716 on March 19, 1941, 
was ineffectualized in December, 1941, by the resignation of CIO members in protest over 
the Board’s handling of the national coal strike. 

"The Price Control act of January 30, 1942, directed the Board and other agencies of 
government dealing with wages “within the limits of their authority and jurisdiction, to 
work toward a stabilization of prices, fair and equitable wages and cost of production.” 
In his message to Congress the following April, the President included the stabilization of 
wages as a part of his seven-point anti-inflation program. He stated, “I believe that 
stabilizing the cost of living will mean that wages in general can and should be kept at 
existing levels”; but he directed the Board to “continue to give due consideration to in- 
equalities and the elimination of substandards of living.” However, until the October 
order, the Board was given only this nebulous policy and no machinery to expedite it. 
The Board was further handicapped, in so far as stabilization was concerned, by the fact 
that it exercised control only over those wage adjustments which were at issue in the dis- 
putes cases referred to the Board. Employers generally were free to raise wages at will. 
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respect to wages and other conditions of employment, the President’s 
order now provided that no wage or salary adjustment could be made 
without the approval of the Board for those groups of workers over 
which the Board was given jurisdiction.® As a result of this provision, 
the Board anticipated a flood of applications for approval of wage 
adjustments with respect to which labor and management were in full 
agreement. To implement its new stabilization function, the Board 
established eight—later raised to twelve—regional offices in various 
sections of the country. These offices were set up specifically to handle 
“voluntary applications” from employers for permission to raise wages. 
The regional offices dealt exclusively with this type of application, and 
had only limited authority even there, until tripartite regione] boards 
were created early in 1943. Gradually the National Board released 
authority to these regional boards for the adjudication of both volun- 
tary applications and disputes cases. 

Seven southeastern states*°—Alabama, Florida, Georgia, Mississippi, 
North Carolina, South Carolina, and Tennessee—were designated to 
comprise Region IV, and the regional office was established at Atlanta. 
The wage stabilization division of this office was set up in November, 
and a disputes division added in the following January. The regional 
board has been characterized by this dichotomized function and organi- 
zation in the ensuing months. The two divisions have operated as sep- 
arate units except that the division of wage stabilization has analyzed 
and made recommendation with respect to wage issues in disputes cases 
for the purpose of promoting consistency in the wage decisions of the 
region board. 

III 


During the first year which elapsed after the establishment of the 
regional office in Atlanta, wage levels continued to rise in the states 
within its jurisdiction. Although regional breakdowns of wage-trend 
statistics are not available, we know that wage earnings have risen 
significantly in those industries which characterize the Southeast. To 
give a few examples, average hourly earnings rose 2.8 per cent for the 
cotton textile industry;*® 12 per cent for hosiery; 7.2 per cent for work 
shirts; 10.9 per cent for tobacco; 11.9 per cent for sawmills and logging 

ighly, the jurisdiction of the Board covers wage and salary adjustments for all 


nonfarm employees who earn less than $5,000 per year, except bona fide administrative, 
executive, and professional workers. 

‘Virginia was later transferred from Region III (Philadelphia) to Region IV, making a 
total of eight states. 

“Wage rates had increased substantially in this industry just prior to the stabilization 
order due to the August 20 decision of the Board in the cases of forty New England and 
eleven Southern textile mills granting over-all 7/2-cent per hour increases. (Cj. NWLB 
Case Nos, 104, 105, et al.) 
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camps; and 12 per cent for furniture. These and other indices, dis- 
cussed in detail later, indicate that wage levels in the Southeast have 
risen considerably above September, 1942, levels. 

The problems and difficulties involved in implementing a realistic 
wage stabilization program in the Southeast have become increasingly 
apparent during the past eighteen months. In the first place, the South- 
east, traditionally a low-wage, surplus-labor section, had not felt the 
impact of the war effort in the fall of 1942 to anything like the degree 
characterizing the industrialized sections of the East, Mid-West, and 
West Coast. To be sure, there were areas in the Southeast which were 
in the grips of war boom, notably the shipbuilding centers along the 
South Atlantic and Gulf coasts. But even as late as January 1, 1943, 
the War Manpower Commission, in its monthly releases on Labor 
Supply Adequacy, had classified only eight labor market areas in the 
eight southeastern states in Group I (areas of acute labor shortage) ; 
seven areas in Group II (labor shortage anticipated within six months) ; 
and five areas in Group III (labor shortage anticipated after six 
months). The picture changed significantly during the next nine months, 
however. By October 1, 1943, there were sixteen areas classified in 
Group I, nine in Group II, and nineteen in Group III, demonstrating the 
tightening of labor markets during this period. 

Because of the relatively loose labor market in these noncritical 
areas, wages had not risen as acutely by October, 1942, as they would 
have under war boom conditions. During the ensuing months, however, 
due to the influx of new plants, and new war contracts in already estab- 
lished plants, plus the emigration of surplus workers to war industry 
centers both in the Southeast and in other regions, labor markets began 
to tighten throughout the eight southeastern states, and increasing 
pressure was exerted upon the Board to approve wage increases, par- 
ticularly as the cost of living continued to rise. 

New plants, notably airframe and aircraft parts, moved into this 
section for the express purpose of capitalizing on the unused labor 
reserve. An example of this trend was the building of a large bomber 
factory by the Bell Aircraft Corporation at Marietta, Georgia (Atlanta 
metropolitan area), in 1942. This plant began to hire thousands of 
workers as it prepared to go into production in the spring of 1943. 
It was scheduled to employ 30,000 men and women by January, 1944. 
Atlanta, which had developed primarily as a commercial rather than 
industrial center and had been characterized by a labor surplus, began 
to feel the impact of Bell hiring in the spring and summer of 1943, 
and by the late spring of 1944 the labor shortage to all indications will 
be acute. 
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Under National War Labor Board General Order No. 6," the Re- 
gional Board has permitted many of these plants to establish wages at 
or near the maximum of the “going rates” for comparable jobs or skills 
in the respective communities. General Order No. 6 provides that new 
plants may not without special approval of the War Labor Board set 
their rates so as to unstabilize the local wage structure. “Whether in a 
given case it would unstabilize wages in the area to permit a particular 
employer to fix the rates for a new plant at any level up to the maximum 
being paid in the area, or whether he should be permitted to pay only 
the average, or less than the average, will depend on his traditional 
wage history in relation to the wages of the industry generally, or of the 
area if he has theretofore operated in the area, the nature of the work 
in which he is engaged, the rates being paid for comparable work in 
comparable establishments, and other pertinent factors.’”* 

Since these new plants have been predominantly in high-wage indus- 
tries, and consequently have been permitted to establish rates at or 
near the top of local wage levels, the low-wage industries in the 
affected areas often have been placed at a competitive disadvantage in so 
far as maintenance and recruitment of an adequate work force through 
the wage instrument is concerned. The competitive position of low- 


War and Navy Department projects which have in many instances paid 
wage rates in excess of even the maximum community levels. Under 
General Orders No. 14** and No. 18,’* the National War Labor 
Board delegated to the War and Navy Departments, respectively, the 
authority to rule on applications for wage adjustments from divisions 
and projects of these departments. While the latter were instructed 
to adhere to the criteria set forth in War Labor Board policy in decid- 
ing the merits of these proposed adjustments, it was to be expected that 
the departments would concern themselves primarily with expediting 
the war effort rather than with stabilizing wages. As a result, wage rates 
all too often have been set by projects of the departments with a view 
to recruiting an adequate labor force quickly, and with little regard 
for the consequent unstabilizing effects upon the local wage structure. 

If labor had been frozen on jobs during this period, or if the War 
Manpower Commission had developed adequate techniques for con- 
trolling the shifting of workers from job to job in search of higher 
incomes, the difficulties of the Regional Board in effecting wage sta- 


‘Section (2) relates to the establishment of new plants. 
NWLB General Order No. 6, Section (2) (a), October 20, 1942. 
\dopted November 14, 1942. 
\dopted December 2, 1942. 


ge employers has been further adversely affected by the influx of 
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bilization would have been mitigated significantly. But the Manpower 
Commission was handicapped by its lack of authority to institute a 
manpower freeze, coupled with the fact that a separate agency had 
been vested with control over wages, which in our traditional price 
economy have been the principal instrument in directing and control- 
ling the flow and distribution of manpower. 

The program which the War Manpower Commission did institute— 
employer pacts not to “raid” each other of labor, controlled hiring 
through the United States Employment Service, a system of requiring 
workers to obtain releases from current war jobs before transferring to 
new jobs, etc.—was inadequate, and broke down at many points as em- 
ployers and workers discovered methods of circumventing the regula- 
tions and agreements. And the Regional War Labor Board’s wage 
stabilization difficulties increased commensurately with the failure of 
the manpower control program. 


IV 


The tripartite nature of the Board,’® which had offered distinctive 
advantages in the adjudication of disputes cases, presented certain 
commensurate disadvantages with respect to wage control. The fact 
that two-thirds of the Board’s voting strength is vested in labor leaders 
conscious of the rising cost of living and employers pinched by increas- 
ing labor shortages does not always lend itself to the interests of 
stabilization. This is particularly true for these Board sessions where 
employers from relatively low-wage industries constitute management 
representation on the 

The National Board had been created a tripartite body in light of 
its original function of handling disputes with the thought that, where 
labor and management were in disagreement, the balance of power 
would be wielded by the nonpartisan public members. When wage 
stabilization became a function of the Board, this tripartite organism 
was retained; but the strategic power of the public members’ voting 
strength waned as labor shortages made their impact upon employers 
and the latter exhibited increasing tendencies to align themselves with 
labor members to hike wages. Thus wage relief was given to an increas- 
ing number of employers by decision of the Board, with the result that 
wage rates in many instances were pushed up beyond September 15 

* Presidential Executive Order No. 9017 establishing the Board had provided for twelve 
members, plus twelve alternates, with four representatives each from raanagement, labor 
and the public. The regional boards followed the same pattern. 


The full Board is not convened except in special cases, and representatives of the 
three groups rotate service on the Board for its weekly sessions. 


106 THE AMERICAN ECONOMIC 


Boar 
Boar 
8,880 

30ar 
creas 
1, 19 
the I 
chasi 
Was | 

ment: 
cases 
estab] 
with 
exem| 
for a 


le 
gi 
de 
lo 
thi 
Stz 
be 
sin 
for 
Sta 
act 
\d 
Ox 
ing 
apy 
bili 
ord 
pla 
tior 
inst 
ora 
10 


1944] RECORD: THE WAR LABOR BOARD 105 


levels.’’ Employers who had exhausted their Little Steel Formula mar- 
gin'*—and whose proposed adjustments did not comply with the criteria 
definitive of bona fide promotions, reclassifications, or merit increases’ 
—sought increases on the basis that their wage rates were inequitably 
low in comparison with those of their immediate competitors, or that 
their wage rates were substandard. These alleged inequities and sub-- 
standard wages are discussed in later paragraphs. 


V 


Another factor contributing to a continued rise in wage levels has 
been the tendency of the Board to generosity with respect to the exten- 
sion of paid vacations, overtime and night shift premiums, equal pay 
for equal work without regard for race or sex, the elimination of sub- 
standards of living, and other principles which had come to be widely 
accepted and respected as sound labor policies under the New Deal 
Administration. The National War Labor Board during the January- 
October, 1942, period, and the National Defense Mediation Board dur- 
ing the preceding nine months, had set a strong precedent for the 
approval of paid vacations and premiums for overtime and night shift 
work. In those days the Board’s primary concern was not wage sta- 
bilization but the prevention of strikes. After the October stabilization 
order it was apparent that the institution of these wage premiums in 
plants which had not previously effected them would constitute infla- 
tionary wage increases. But the Board was bound by precedent and 
forced by pressure to permit the extension of these principles in many 
instances, particularly where they were characteristic of the industry 
or area. 


* A sample of 36,638 case decisions (voluntary adjustments) tabulated by the National 
Board for all regions during the first twelve months of stabilization and included in the 
Board’s monthly reports to the Senate, showed 20,497 (56 per cent) full approvals, 


(9497 


8.880 (24.2 per cent) partial approvals, and 7,261 (19.8 per cent) denials. 


This formula was developed and pronounced as Board policy in connection with the 
Board’s decision in the “Little Steel” cases, July, 1942. Briefly, it permitted wage in- 
creases not to exceed 15 per cent of the rates prevailing in a particular plant on January 
1, 1941. The cost of living had risen 15 per cent from January, 1941, to May, 1942, and 
the Board by its decision in the “Little Steel” cases in effect attempted to stabilize pur- 
chasing power at the January, 1941, level. As the cost of living continued to rise the Board 
was pressured to extend the formula to permit commensurate wage increases. 

General Orders No. 5 and No. 9, adopted November 26, 1942, provided that adjust- 
ments might be made in the rates of individual employees without Board approval in 
cases of individual promotions or reclassifications, individual merit increases under an 
established plan, increased production under piece work or incentive plans, or compliance 
with an apprentice or trainee plan. General Order No. 4, adopted October 9, 1942, had 
exempted employers of less than 9 workers from the necessity of applying to the Board 
for approval of wage adjustments. 


106 THE AMERICAN ECONOMIC REVIEW [ MARCH 19 
The Southeast had been relatively slow in accepting New Deal labor Sh 
policies. Even as late as the fall of 1942 night shift differentials and mi 
paid vacations were common practices in few areas of this region. This to 
was also true of overtime bonuses, except for those plants covered by col 
the Fair Labor Standards act. During the winter and spring of 1943, | 
however, as labor markets tightened and management was caught col 
between ceilings on hourly wage rates and increasing labor shortages, Fr 
employers began to apply for Board approval of these premium pay- At 
ments in an effort to induce employees to remain on their jobs. Pro- the 
posals for paid vacations, for example, were in many instances appar- thr 
ently a camouflage or a substitute for more obvious forms of wage in- sta 
creases. In some instances plans involved closing the plant for the vaca- » bu 
tion period, and in others it was proposed to pay employees double time ard 
in lieu of a vacation. In either case approval by the Board was inflation- ger 
ary, because the former type of plan purported to maintain the same out- I 
lay of purchasing power for decreased production of goods and services an 
while the latter type involved an increment in purchasing power with- tior 
out a commensurate increase in the production of goods and services. exis 
Through General Order No. 16, adopted on November 24, 1942, the Z00 
/ National Board permitted employers to make adjustments “which of t 
qualize the wage or salary rates paid to females with the rates paid gen 
o males for comparable quality and quantity of work on the same or rate 
similar operations” without submitting application to the Board.” may 
In a June, 1943, decision* the Board ordered the abolition of the job Mir 
classifications “colored laborer” and “white laborer,” and ruled that 60-< 
“all workers affected shall be classified as laborers and shall receive T 
the same rates of pay for that classification regardless of color.” The issu 
implication of this decision was that the Board in future decisions con: 
would permit and encourage the raising of wage rates for Negroes to am 
equal those of white workers in comparable jobs. While each of these livir 
increases might be negligible in and of itself, it contributed to the grow- prio 
ing fund of increases which in their accumulative effect were responsi- of t 
ble for rising wage levels. resp 
The elimination of “substandards of living” had been stipulated in deci 
the President’s stabilization order as one of the bases on which the com} 
Board could permit increases in wages above September 15 levels. of 4 
This imposed upon the Board the problem of defining substandards of 50 ¢ 
living; and, more specifically, the determination of those wage rates or plan 
earnings levels below which substandards of living would obtain. subs 

* Employers were required to submit reports of such adjustments to the Board, how- ™ 
ever. Through April 2, 1943, according to the Board’s May report to the Senate, the ~B 


Board had received reports of 639 such adjustments, involving 19,005 employees. 
* NWLB Case No. 771: Southport Petroleum Co. and Oil Workers International Union, 
June 5, 1943. 
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Should this computation be in terms of an hourly wage rate, or a mini- 
mum weekly income? Should the same minimum rate or earnings apply 
to all workers without regard to industry, race, size of city, type of 
community, or cultural factors? 

There has never been a conclusive definition of substandard living 
conditions which elicited general agreement among experts or laymen. 
From one aspect, the term itself is essentially subjective in concept. 
Attempts at definitive objectivity have been made by such agencies as 
the Bureau of Labor Statistics and Works Progress Administration 
through estimates of minimum budgets for decent and healthful living 
standards.” The Federal Relief Administration worked out subsistence 
. budgets for various communities.** But these and other minimum stand- 
ards estimates were so divergent and specialized as to impair their 
general acceptance and use as a yardstick. 

Perhaps the Fair Labor Standards act comes nearest to embodying 
an official and widely accepted definition cf a substandard wage. Sec- 
tion 2 (a) of this act begins: “The Congress hereby finds that the 
existence, in industries engaged in commerce or in the production of 
goods for commerce, of labor conditions detrimental to the maintenance 
of the minimum standard of living necessary for health, efficiency, and 
general well-being of workers. . . .” The present legal minimum wage 
rate for covered employment is 30 cents per hour, and the implication 
may be pointed out that rates below this minimum are substandard. 
Minima up to 40 cents have been established under the act for some 
60-odd industries. 

The policy of the War Labor Board with respect to the substandards 
issue in the weeks immediately following the stabilization order was to 
consider each case on its individual merits. No attempt was made to set 
a minimum standard wage or to be definitive about substandards of 
living. This followed the Board’s precedent in handling disputes cases 
prior to the wage stabilization mandate. These disputes-case decisions 
of the Board reflected nebulous thinking and loose terminology with 
respect to substandard wages. Let us cite an example in the Board 
decision of July, 1942, involving a Memphis, Tennessee, cotton oil 
company.” The Board ordered the company to “grant a wage increase 
of 4 cents per hour to all employees . . . who are now receiving over 
50 cents per hour, and 6 cents per hour to all employees in the two 
plants who are now receiving under 50 cents per hour in order to relieve 
substandard wages.” The inference might quite properly be drawn that 
the Board considered 50 cents per hour—certainly any rate below 50 


Bureau of Labor Statistics, bull. no. 710, Cost of Living in 1941, p. 36. 
*“Monthly Food Allowance” estimates for persons of different ages, prepared by the 
e and relief departments of various states. 
“NWLB Case No. 59, Buckeye Cotton Oil Co. and UCAPAWA-CIO, July 31, 1942. 
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cents—to be substandard. It is interesting that the same cents-per-hour 
increase was granted to all workers earning less than 50 cents. Rates for 
these employees ranged from 40 to 48 cents per hour. 

In March, 1943, the National Board issued General Order No. 30, 
which provided that “Increases in wage or salary rates which do not 
bring such rates above 40 cents per hour may be made without approval 
of the National War Labor Board provided that such increases shall not 
furnish a basis either to increase price ceilings of the commodity or 
service involved or to resist otherwise justified reductions in such price 
ceilings.”*° This order was issued ostensibly in accordance with the 
authority given the Board to exempt from the necessity of specific 
Board approval such “small total wage increases or decreases” as would 
facilitate effective administration of the stabilization order; but the 
general implication of the pronouncement was that wage rates be- 
low 40 cents were to be considered substandard. In subsequent weeks 
the Board’s policy on substandard wages was broadened and redefined. 
General Order No. 30 was retained, and in addition, the National Board 
granted to the Regional Boards the authority to approve wage ad- 
justments up to 50 cents per hour on the basis of substandards, provided 
such adjustments would not unstabilize the wage structure of the 
industry and/or area. In time it became customary for the Regional 
Board to approve rates up to 50 cents with only cursory regard for 
possible unstabilizing effects. 

That this policy of the Board held dangerous implications in so far 
as unstabilizing September, 1942, wage levels was concerned can be 
demonstrated by citing a few statistics. The Bureau of Labor Statistics 
conducted a national survey of hourly entrance rates paid to adult male 
common laborers in July, 1942.7 This study showed an average hourly 
rate of 35.5 cents for South Carolina, 35.9 cents for North Carolina, 
36.5 cents for Georgia, 37.2 cents for Mississippi, 38.5 cents for 
Florida, 43.3 cents for Tennessee, and 43.8 cents for Virginia. For 
fifteen southeastern and southwestern states combined (including the 
foregoing) the study showed that 43.3 per cent of the adult male com- 
mon laborers earned less than 37.5 cents, while 76.2 per cent earned 
less than 42.5 cents. This survey covered only manufacturing, public 
utilities, and building construction. The inclusion of service and other 
relatively low-wage industries would have reduced these average rates 
substantially. 

As labor markets tightened, it could be expected that laundries, 
hotels, wholesale and retail establishments, and low-wage industries 


* Presidential Executive Order No. 9250, Title II, Section 4, was cited as the basis for 
the issuance of this General Order. 

* Bureau of Labor Statistics, Division of Wage Analysis: Hourly Entrance Rates Paid 
to Common Laborers, July, 1942 (published in January, 1943). 
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generally would raise wage rates upward to 40 cents under General 
Order No. 30, and then seek further adjustments to 50 cents under 
the Board’s substandard wage policy. And, unfortunately, these wage 
increases pose a particularly serious problem in so far as economic 
stabilization is concerned because increased purchasing power is dis- 
proportionately inflationary in the hands of low-wage groups due to 
their relatively high propensity to consume. 

Thus have been summarized the Board’s generous tendencies with 
respect to extension of overtime and other premium payments, the 
abolition of race and sex differences as bases for wage differentials, 
and the elimination of substandards of living. And one is forced to the 
conclusion that these welfare concepts, though admirable in them- 
selves as sound and fair labor policies, are not always mutually co- 
extensive with the interests of economic stabilization. 


VI 


A discussion of the difficulties involved in effecting wage stabilization 
would not be complete without a brief word on violations. There is 
little doubt as to the fact that there have been and will be violations 
of the President’s Executive Order, both through ignorance and through 
willful design. There is no way of estimating precisely the extent of 
these violations. Until quite recently, enforcement has been a neglected 
phase of the Board’s stabilization program. The October, 1942, amend- 
ment to the Emergency Price Control act provided for penalties up to 
$1,000 fine and/or a year’s imprisonment for willful violation.”* In 
special Regulations of the Economic Stabilization Director, issued sub- 
sequently by the President, it was stipulated that the entire amount of 
wage payments made in contravention of the stabilization order “shall 
be disregarded . . . in determining the costs or expenses of any employer 
for the purpose of calculating deductions under the revenue laws of 
the United States.”** This latter penalty if imposed would put most 
violators out of business. The very severity of the penalty would tend 
to provide employers with a sense of security, particularly those operat- 
ing under large and strategic war contracts, because it is inconceivable 
that an essential war plant would be ineffectualized during the war 
period. The difficulty of detection and quantitatively inadequate staff 
and machinery have been additional impediments to effective enforce- 
ment in the southeast. 


VII 


We have examined several fundamental factors militating against 


* Title A, Section 11. 


* Section 4001.10, Regulations of Economic Stabilization Director, approved and issued 
October 27, 1942. 


110 THE AMERICAN ECONOMIC REVIEW 


the effective stabilization of wages at levels prevailing on September 
15, 1942, in the southeastern region. There are hopeful signs in the 
Board’s recently developed “wage bracket policy” that wages eventually 
will be stabilized, though in most instances not at September levels. 

This wage bracket policy has developed out of the President’s “hold- 
the-line order of April 8, 1943, and the supplementary order of the 
Economic Stabilization Director on May 12. In the President’s original 
stabilization order of October, 1942, the correction of “inequalities” 
and “gross inequities” were cited as bases on which the War Labor 
Board could permit wage increases above September levels. Until 
April, 1943, the Board had generally interpreted this to mean that wage 
increases might be approved where it was clearly demonstrated that 
the applicant’s rates were inequitably low in comparison with “going 
rates” for comparable jobs in the industry and/or area. The Board’s 
interpretation of “inequitably low rates” was not always conserva- 
tive.” On April 8 the President’s “hold-the-line” order eliminated in- 
equalities as a basis of approving wage increases. A subsequent sup- 
plementary order by Director Byrnes on May 12 launched a new 
approach to the problem. Wage brackets, stated in terms of a minimum- 
to-maximum wage range and based on current “going rates” for various 
key jobs in each community, were to be set by the regional boards and 
used as yardsticks in deciding the merits of future applications to the 
boards requesting approval of wage adjustments. 

The first problem faced by the southeastern Regional Board was a 
technical one; namely, the inadequacy of reliable data on prevailing 
wage rates for key jobs in various labor market areas throughout the 
region. Combining the wage rate data from its own files and from the 
files of other government agencies, notably the United States Employ- 
ment Service, Bureau of Labor Statistics, and Wage-Hour Administra- 
tion, together with information furnished by trade unions and trade 
associations, the Regional Board began to set tentative brackets in the 
summer of 1943 for a few key jobs. 

It will be noted that the brackets were to be based on current “going 
rates” rather than on rates prevailing as of September 15, 1942. How- 
ever, conservatism in setting the brackets, and rigid adherence to them, 
once they are set, will mean eventual stabilization at the bracket levels. 
It remains to be seen whether political pressure and economic forces 
will permit stabilization even at these higher levels. 

® In its first monthly report to the Senate (May, 1943) the Board showed a sample of 
3,780 case decisions on proposed voluntary adjustments, covering the period between 
October 3, 1942, and April 1, 1943. Of this total, 2,021 cases involved alleged inequalities. 


The Board approved the adjustment in full for 1,305 (64.6 per cent) cases, and in part 
for 173 (8.6 per cent) cases; denials were issued in only 543 (26.8 per cent) of the cases. 
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A Note on Cyclical Wage Rigidity 


The purpose of this note is to interpret the downward rigidity of wage rate 
patterns in different manufacturing industries during the cyclical turning point 
in business which began in 1929. 

The term “wage rigidity” will here have the following connotation: The 
greater the lag of the (cyclical) downward turning point in hourly wage rates* 
behind the (cyclical) downward turning point in the volume of employment 
in a given industry, the greater the rigidity of wage rates in that particular 
industry. 


raBLE I.—LAG OF DOWNWARD TURNING PorInt IN WAGE RaTEs BEHIND DOWNWARD 
TURNING POINT IN VOLUME OF EMPLOYMENT, 1929-1932, 
IN DIFFERENT MANUFACTURING INDUSTRIES 


Wage Wage 
Industry Lag Industry Lag 
(months) (months) 

rpets and rugs 0 Paper boxes 9 
‘ts and shoes 0 Confectionery 10 
Brick, tile and terra cotta 1 Woolen and worsted goods 10 
Hosiery and knit goods i Hardware 10 
Paper and pulp 1 Structural ironwork 11 
Cotton goods 2 Glass 11 
Women’s clothing 2 Cement 13 
Lumber sawmills 3 Pottery 13 
Shirts and collars 5 Brass, bronze and copper products| 13 
Leather 5 Electrical machinery 13 
Men’s clothing 5 Agricultural implements 15 
Chemicals 6 Rubber tires and inner tubes 18 
mber millwork 6 Cast-iron pipe 19 
Foundry and machine shop prod- Locomotives 19 
ucts 6 Newspaper printing 19 
Steam and hot water heating ap- Slaughtering and meat-packing 19 
ratus and steam fittings 6 Shipbuilding 20 
Dyeing and finishing textiles 7 Cars, steam and electric 22 
Book and job printing 7 Radios aid phonographs 23 
Furniture 8 Ice cream 23 
Machine tools 8 Textile machinery 24 
Stoves 8 Engines, turbines, etc. 25 
I g 9 Automobiles 26 


The wage rate data used here are those derived from the various issues 
of the Monthly Labor Review between November, 1929, and October, 1935.? 


’For the distinction between rates and earnings consult P. H. Douglas, Real Wages in 
the United States, 1930. 
This source gives the changes in wage rates from month to month. For the purposes 
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After the latter date the publication of these data was discontinued and re. 
sumed only in 1940. Since this is the only available source of changes in wage 
rates,* we must content ourselves with an analysis of the 1929 turning point 
alone. The employment data used are those contained in the well-known 
Bulletin No. 610 of the Bureau of Labor Statistics. 

Table I shows the lag of wage rate turning points behind those of the volume 
of employment in 44 manufacturing industries.* The average lag (arithmetic) 
is found to be 11.1 months, and the average deviation of the series is 5.9, A 
classification of the same data along “‘group’”® lines is shown in Table II. 


TABLE II.—Lac oF DOWNWARD TURNING Pornt IN WAGE RaTeEs BEHIND 
DOWNWARD TURNING PorntT IN VOLUME OF EMPLOYMENT, 1929-1932, 
IN DIFFERENT MANUFACTURING INDUSTRY GROUPS 


Average Average 

Industrial Group Wage Lag Deviation 

(months) (months) 
Leather and its manufacturers 2.5 2.5 
Textiles and their products 4.0 2.7 
Lumber and allied products 5.6 1.8 
Paper and printing 9.0 5.0 
Stone, clay and glass products 9.5 4.2 
Iron and steel and products 10.8 3.3 
Food and kindred products 15.3 6.0 
Machinery* 16.3 6.6 
Transportation Equipment 21.8 2.5 


* Not including transportation equipment. 


These patterns of cyclical wage rigidity are attributable to a variety of 
factors, the most significant of which shall now be analyzed. 


The Size of the Firm 


In Table III a comparison is made between the cyclical wage rigidity and the 
average size of establishment for corresponding manufacturing industries. It 


of this paper, it was assumed that a turning point in wage rates occurred in the industry 
in question when at least one per cent of all the employees of the reporting firms were 
subjected to wage reductions. 

* Recently, the Bureau of Labor Statistics has worked out an index to correct changes 
in hourly earnings data (which are far more plentiful than those on rates) for over- 
time payments. (Mo. Labor Rev., Nov., 1942, pp. 1053 ff.). Even with the use of this 
index, however, it is not feasible to adjust hourly earnings so as to make them identical 
with hourly rates, since variations in earnings (from month to month) may still be 
caused by a factor other than wage rate fluctuations—namely, changes in the composi- 
tion of the labor force. 

‘Although wage rate data are available for more than 44 industries the employment 
data are incomplete for the others. 

*It should be noted that within each group (in Table II) there are fewer industries 
than is generally included in such a group by the Bureau of Labor Statistics classifications. 
This is the result of the fact that employment data are not available for many of the 
industries, as pointed out above. 
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can be seen that there is a clear-cut tendency for the rigidity to be greatest in 
the industries with the largest-sized firms.® 


oF DOWNWARD TURNING Pornt IN WAGE RaTEs BEHIND DOWNWARD 
TURNING POINT IN VOLUME OF EMPLOYMENT, 1929-1932, AND AVERAGE SIZE 
OF ESTABLISHMENT IN DIFFERENT MANUFACTURING INDUSTRIES 


Average Value of Product 
Wage Lag Number of Industries | Per Establishment in Group 
(months) in Group* 


(000 omitted)» 


0-5 7 | $ 590 
6-10 10 556 
11-15 6 932 
16-20 6 3005 
over 20 4 4847 


® Some of the industries shown in Table I were not included in this table because of the lack 
of exactly corresponding data for value of products. 
> Taken from C. A. Bliss, The Structure of Manufacturing Production, 1939, Appendix II 


Several factors may be adduced to explain why the industries with “‘small” 
firms cut their wage rates before thcse with “large” establishments. First, it 
has been shown that for manufacturing industries as a whole the rate of return 
on equity varies directly with the size of the firm;’ and this is true both in 
years of prosperity and depression. It would seem, therefore, that the onslaught 
of a depression would weaken (financially) the industries with “small” firms 
(to the point of necessitating wage cuts) sooner than those with the “large” 
firms. Added to this is the fact that “‘small” firms find it more difficult to 
obtain loans from the banks.® Further, the “large” firms may oppose wage 
cuts as a means of fostering public good will.*® Finally, because of the ad- 
ministrative hierarchy involved in the “large” corporation, decisions are 


*Some of the industries in question underwent “secular” declines in employment between 
923 and 1929. Although it was possible to eliminate this factor from the employment 
data, it was not feasible to do so for the wage rate data (which it is assumed, may also 
have been undergoing secular declines during the period), since no wage rate data are 
available for the years prior to 1929. As a consequence, the cyclical lags given for some 
f the industries may be somewhat too small. 

"W. L. Crum, Corporate Size and Earning Power (1939), especially p. 54. It should 
be noted that whereas our criterion of size is “value of product,” that used by Crum is 

tal assets.” It is doubtful, however, whether the use of different criteria would lead 

lifferent results. 


*This assumes, of course, that there is a close correlation between a firm’s cash position 
the level of its rate of return. 
‘See Viner and Hardy, The Availability of Bank Credit in the Seventh Federal Reserve 
District (1935), passim. 
~The greater necessity for “large” firms to abstain from wage cutting results from 
the fact that the public is far more antagonistic toward wage cuts on the part of the 


“large” concerns than the “small” ones. I am indebted to Professor Sumner H. Slichter 
for bringing this point to my attention. 
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made and executed more slowly than in the “small” firms;** and the rapidity 
of the policy making and executing will, of course, be reflected in the timing 
of the wage rate patterns. As a result of all these factors, therefore, the “small- 
sized” industries cut their wage rates before the “large-sized” ones.’? 


The Structure of the Product Market 


Table IV breaks up some of the industries in question into two groups of 
different market structures. It can be seen that for the industries shown in the 
table, the wage rigidity is smaller in the most “competitive” ones,.’* The 


TABLE IV.—Tue Structure OF Propuct MARKETS AND WAGE 


Type of Industry Wage Lag in Months 
Highly Competitive Industries 
Boots and shoes 0 
Leather 5 
Men’s clothing 5 
Women’s clothing 2 
Cotton textiles 2 
Woolen and worsted goods 10 
Knitted goods 1 
Tires and tubes 18 
Industries with a “Substantial” Degree of Monopoly 
Cement 13 
Agricultural Implements 15 
Bread 9 
Meat Packing 19 
Electrical Machinery 13 


* This classification of product markets is based on data contained in the Temporary 
National Economic Committee Monograph No. 21. 


rationale of this might be put in the following terms: If it is assumed that 
in the “highly competitive” industries product prices are less “rigid” (in a 
downward direction) than in those industries characterized by a “substantial” 


“In this context consult E. S. Mason, “Price and Production Policies of Large-Scale 
Enterprise,” Am. Econ, Rev., Suppl., Vol. XXIX, No. 1 (Mar., 1939), pp. 67-68. 


“It also follows from these factors that within any given industry, the smaller firms 
will cut their wage rates before the larger ones. The lack of data concerning wage re- 
ductions between firms makes a verification of this thesis impossible. However, certain 
available facts seem to suggest that the thesis is valid. Thus, for example, in the iron 
and steel industry the first firms to cut wage rates during the great depression were the 
smaller ones. (See Daugherty, deChazeau and Stratton, The Economics of the Iron and 
Steel Industry [1937], p. 742.) 

Given the existence of a reserve of unemployed during a period of depression, the “small” 
firms incur little danger of losing their labor supply to the “large” concerns. Furthermore, 
the numerous imperfections in the labor market also act to protect the “small” firms from 
losing laborers to the “large” firms even in the long run. 


It might be argued that it is redundant to bring into play the structure of the product 
market, since there is a high correlation between the profit level and the market struc- 
ture of any industry, and the question of the profit level has already been analyzed. 
Now, although it is quite possible to set up a theoretical model where such a correlation 
exists, we do not know to what extent the model would correspond to reality. 
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sLE V.2—LAG OF DOWNWARD TURNING Pornt In WAGE RATES BEHIND DOWNWARD 
TURNING POINT IN VOLUME OF EMPLOYMENT, 1929-1932, AanD PROPORTIONAL LABOR 
Costs IN DIFFERENT MANUFACTURING INDUSTRIES 


Labor Costs 


| Wa | 
age | > 
Industry 
| (months) | of Product» 

ts and shoes 0 23 
ery and knit goods 1 23 
goods 2 | 21 
’s clothing 2 14 
ts and collars 5 19 
I 5 13 
clothing | $s 20 
S 6 | 13 
iry and machine shop products 6 25 
and hot water heating apparatus and steam fittings 6 26 
ind finishing textiles 7 20 
nd job printing 7 25 
re 8 26 
tools 8 | 31 
es 8 37 
tionery 10 14 
ire 10 30 
ral ironwork 11 | 18 
11 29 
13 39 
13 18 
machinery 13 | 20 
tural implements 15 | 21 
r tires and inner tubes 18 17 
1 pipe | 19 | 28 
tives 19 21 
er printing 19 | 15 
ing and meat-packing 19 5 
ling 20 38 
ind phonographs | 23 5 
m 23 10 
s, turbines, etc. 25 22 
biles 26 10 


of the industries shown in Table I were not included in this table because of the 
f exactly corresponding data for labor costs. 
> Taken from C. A. Bliss, The Structure of Manufacturing Production (1939), Appendix II. 


e of monopoly, then the competitive ones will suffer price declines before 
he others and will, therefore, cut wage rates before the others, other things 
ng equal. This is, accordingly, another factor explaining the wage pat- 
n Table I. 


following quotation seems to illustrate this thesis very well: “Wage decreases 
iccording to the president of company Y, when the company .. . feels the 
f falling prices and declining wages on rigid costs . . . Company Y is fre- 
le to put off wage cuts longer than its competitors not only because of its 
atively independent price policy but also because of its strong financial position.” (Tem- 
porary National Economic Committee, Monograph No. 5, p. 10.) 
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The Cost Structure 


It is theoretically conceivable that in industries where labor costs are an 
“important” part of total costs of production, there will be more to be gained 
from wage cuts than in those industries where labor costs are relatively 
“small.” This viewpoint does not, however, seem to be borne out by the 
figures in Table V. Still, one should not infer from this table that the pro- 
portionality of labor costs does not influence the timing of cyclical wage re- 
ductions. All one can say is that, so far as the cyclical turning point in 
question is concerned, factors other than the importance of labor costs entered 
into play and were, presumably, more significant than labor costs in account- 
ing for the wage patterns. 


The Influence of Unionism 

The preceding analysis has shown that the degree of wage rigidity during 
the cyclical turning point of 1929 was greatest in industries which, during 
the period in question, were not unionized.** Nor was the greater rigidity 
attributable to the fear of unionization, for the organization of the so-called 
mass production workers was not given any “serious” consideration by labor 
leaders at the time. 

This does not, of course, mean that union wage policies do not contribute to 
wage rigidity. As a matter of fact, union wage rates are probably more rigid 
than nonunion rates (both generally, and in particular industries),** if for 
no other reason than the existence of contractual relationships in unionized 
areas.‘* The point to emphasize, however, is that aside from the influence 
of unionism on rigidity, there are factors relating to the economic structures 
of the industries in question—rather than to institutional arrangements— 
which determine the relative degree of wage rigidity. 

JosEPH SHISTER 

Boston 


D. McC. Wright’s Character Attack 


In the September, 1943, issue of this journal,? Professor David McC. Wright 
makes the sweeping indictment that in The New Philosophy of Public Debt 
I have deliberately misrepresented Professor Hansen’s position: “To recount 
all the instances in this little book of the misleading use of quotations 
wrenched from their context would be a weary and invidious process.” As 
this is the first time in over thirty years of writing on economic problems that 
anyone has sought to impugn my character, I am perhaps entitled to review 


*See L. Wolman, Ebb and Flow of Trade Unionism (1936), passim. 

* Thus, for example, the union wages rates in the book and job printing industry did 
not decline till the latter part of 1932, while the decline in the nonunion rates came 4 
early as January, 1931. 

™ There are, of course, other (and more significant) reasons. In this context see the 
writer’s article on “The Theory of Union Wage Rigidity,” Quart. Jour. of Econ., Vol. 
LI, No. 4 (Aug., 1943), pp. 338-47. 

* Am. Econ. Rev., Vol. XXXIII, No. 3 (Sept., 1943), pp. 573-90. 
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the evidence on which the charges are based. 

Mr, Wright cites five bits of evidence as proof of my intellectual dishonesty. 
The first relates to using quotations from an interview which Professor Han- 
sen had allegedly repudiated and which I must have known he had repudiated. 
The others relate to wrenching quotations from their context in order to create 
a false impression. 

1. Mr. Wright refers (p. 578) to the fact that I used quotations from an 
interview with Professor Hansen in the Chicago Journal of Commerce for 
June 27, 1942. He then quotes from an editorial statement in the same jour- 
nal for August 31, 1942, preceding a signed article by Professor Hansen, as 
follows: 

“On June 27 there appeared in the Chicago Journal of Commerce a lengthy 
interview with Dr, Hansen. . . . Because Dr. Hansen felt that he was mis- 
quoted in some instances, thereby conveying a wrong impression, the Chicago 
Journal of Commerce asked him to prepare an article specifically setting forth 
his ideas . . . which is presented herewith.” 


Mr. Wright adds: “Yet, although Moulton quotes from the second article, 
he does not scruple to use quotations from the first interview.” The clear impli- 
cation of this statement is that the quotations from the June 27 article were 
specifically repudiated by Professor Hansen in the later article, and also that 
similar statements are not found at other places in Professor Hansen’s writing. 
Neither is true. 

I made three citations from this interview: First, I quoted as follows (p. 
7): “We shall come out of the war debt free. We shall have no external debt, 
only an internal debt.” I bracketed with this quotation two others of the 
same import—one taken from Professor Hansen’s book, Fiscal Policy and 
Business Cycles (p. 185), the other from Hansen and Greer in Fortune, No- 
vember, 1942 (p. 166). The fact of course is that Professor Hansen has said 
in many places that an internal public debt is essentially different from other 
debts. Moreover, in his follow-up signed article in the Chicago Journal of 
Commerce he did not repudiate or refer to this quotation. 

Second, I referred to an estimate, found in the interview, that public in- 
vestment might annually have to be something like 6 per cent of the aggre- 
gate national income (p. 8). (This statement, also, is not repudiated or re- 
ferred to in Professor Hansen’s subsequent signed article.) Immediately follow- 
ing this reference I pointed out that Professor Hansen elsewhere emphasizes 
the necessity of an expanding public debt as an investment outlet for excess 
money savings, Moreover, at a later place I presented an extensive quotation 
from Hansen and Greer (Fortune, November, 1942, p. 170) which stressed 
the importance of an expanding public debt in order to support the commer- 
cial banks and other financial institutions. This point has been made by 
Professor Hansen in numerous publications—for it appears to be a necessary 
consequence of the mature economy, stagnant society conception. 

Third, I referred (p. 81) to the suggestion that in the interests of effective 
fiscal control the executive branch of the government should be given large 
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discretion, with Congress appropriating totals and leaving the Administration 
to determine when, where, and how expenditures should be made. The same 
point is made in the follow-up signed article, and it is also made at greater 
length in Fiscal Policy and Business Cycles (pp. 446-48). 

In the light of the fact that none of these points was repudiated in Pro- 
fessor Hansen’s follow-up article, and that all of them are made elsewhere, 
anyone would naturally infer that these were not among the points on which 
Professor Hansen felt he had been misquoted by the editor of the Chicago 
Journal of Commerce. The charge with respect to these citations would in legal 
circles be regarded as a red herring drawn across the trail. 

2. Mr. Wright cites as Exhibit A among the illustrations of quotations 
wrenched from their context the following: 
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“Moulton says: ‘That Dr. Hansen believes that it is not only unnecessary to 
maintain a balanced budget but that a permanently expanding public debt is 
essential to prosperity . . . is indicated by the following: “The attack on 
chronic unemployment by means of . . . a continually rising public debt is 
essentially a conservative proposal.” ’ ” 


OL 


JUNCLIC 


It will be noted from the preliminary quotation from my text that the point 

at issue was whether Professor Hansen assumes a permanently expanding 

public debt is essential, Note that I italicized the four words continually rising 

public debt. To establish his contention that this passage was wrenched from 
the context, Mr. Wright says: 


“What Hansen actually said was that a continually rising debt was ‘con- 
servative ... in the respect that it does not necessarily involve a redistribu- 
tion of incomes.’ Moulton omitted the explanatory sentence.” 


The words “a conservative proposal’ were merely the tag end of the sen- tures C 
prop 


tence and are obviously not germane to the point at issue. The incorporation 
of the sentence which follows might perhaps help to explain why a continu- 
ously rising public debt is conservative; but it does not show that Professor 
Hansen does not believe that a continuously rising public debt is necessary. 

3. The three other illustrations of alleged misuse of quotations Mr. Wright 
places together in a long footnote (p. 575). They are: 

“T1] ‘Costs and incomes are just opposite sides of the same shield; [2] 4 
public debt internally held . . . has none of the essential earmarks of a private 
debt; and [3] [an internal debt] is in fact so different from what we usually 
think of as debt . . . that it should scarcely be called a debt at all.’ . . . While 
considered hurriedly these do sound uncompromising, they none of them 
necessarily imply either that the debt has no burden or that it is always 4 
good thing. Considered in their context the first is seen to be part of a dis- 
cussion of the relation of costs and incomes, the second deals with the public 
debt as an instrument of national policy, and the third comes from a discus 
sion of the well-recognized difference between public and private debt. 
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explain what is meant is the one immediately preceding (which I included in 
n y quotation), It reads: “Every cent expended, private and public, becomes 
income for members of our own society.” This point is elaborated somewhat 
by Professor Hansen in another statement, which I also quoted (p. 54), in which 
he explains why a public debt has none of the essential earmarks of a private 
t: “Taxes will be collected to service the bonds, and when interest and 
principal payments are made on them the money is merely shifted about 
within the economic system” (Fortune, November, 1942, p. 169). Whatever 
the merits of Professor Hansen’s argument, the quotation referred to was not 
ched from its context. 
[he second quotation was not divorced from a context dealing with the 
ublic debt as an instrument of national policy, as is suggested. The full quo- 
which I gave included the statement: “A public debt is an instrument 
public policy. It is a means to control the national income and, in con- 
inction with the tax structure, to regulate the distribution of income” (p. 7). 
[he third quotation does not differ in meaning from the second. 
\ir, Wright relates these three quotations to the question whether Professor 
n believes the public debt involves any burden. While admitting that 
sidered hurriedly these do sound uncompromising” and also that “Prof. 
en undoubtedly has frequently shown a very great enthusiasm concern- 
the advantages of public spending,” we are assured that “It may never- 
s be stated without fear of successful contradiction that he has never 
tten anything which, fairly interpreted, can be construed to mean” that a 
debt involves no burden or has no adverse consequences. 
Wright has overlooked my discussion on pages 60-63, in which I show 
‘fessor Hansen argues definitely that nonrevenue producing expendi- 
s can readily be made to take care of themselves by the simple process 
f expanding the nation’s money supply and hence its taxable capacity. I 
| from Professor Hansen’s Fiscal Policy and Business Cycles (p. 170): 
‘When the government provides free services, some appropriate monetary 
sion is justified. This would permit the collection of taxes sufficient to 
the expenses of operation together with amortization and interest 


Mr. Wright also charges that I have misrepresented by failing to include 
y available quotations which would have shown Professor Hansen’s true 
position. In the footnote (p, 575) alreacy referred to, he writes: 


is curious that despite Moulton’s apparent diligence in ransacking Han- 
s writings he should have missed so many quotations which could have 
Hansen’s position quite clear. For example, after detailing Professor 
n’s views—which correspond somewhat closely to what Moulton thinks 
'as the ‘New Philosophy’—Hansen says, ‘While the above statement places 
the emphasis in the right place, it is nevertheless, unless properly qualified, 
ver simplification,’ (Fiscal Policy and Business Cycies, p. 144.) 
\gain on page 174 of the same book we find the following statement which 
ses of all doubt on the matter: ‘With respect to proportionality, a large 
in relation to national income may imply a disproportionate amount of 
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wealth invested in government bonds. . . . The rentier class might accord- ‘the d 
ingly become too large. . . . Even an ideal tax structure will restrain more or (italic 
less the inducement to invest.’ It is unfortunate that Moulton does not ap- he kn 
pear to have read this passage, coming though it does at the end of a section ‘ 
headed ‘Limits to the Public Debt’. . .. Had he done so he would have avoided pm 
most of the misconceptions in the New Philosophy.” = 
expen 
I had of course read this section. Indeed, the quotation above, in which an bt 
Professor Hansen shows that the tax problem can readily be met by appro- In | 
priate monetary expansion, is taken from this very section. so cle: 
The significance of the particular quotations just given presumably lies in cific c 
the fact that Professor Hansen here appears to recognize that the public debt, exami 
after all, has to be considered in relation to national income. I did not cite 
this particular quotation, but I quoted a more explicit statement, as follows: Uni 
“The all-important factor is the level—the sustained level—of the national 
income” (Fortune, November, 1942, p. 175). But since he contends that 
when the public debt is increased as a result of deficit financing it is merely eq 
necessary to expand the currency supply, and thus the national money in- charac 
come, sufficiently to service the increased debt, it would seem to follow that tribute 
the problem of expanding the national income step by step with the debt oe 
need present no difficulty. Journe 
I do not feel it necessary to discuss Mr. Wright’s attempt to defend Pro- te 
fessor Hansen’s general position. I am concerned only with his charges against dail 
my intellectual integrity. Hense 
H. G. Moutton 3 I 
The Brookings Institution respect 
Reply ter one 
Dr. Moulton admits that when he wrote: ote 3: 
“The new philosophy as already indicated, holds that public finance is omittir 
really only a matter of bookkeeping, that a rising debt has mo adverse conse- 
quences, and that without a constantly increasing debt we cannot hope to The 


have full employment and prosperity’” (italics added) 
and attributed this view to Professor Hansen, he knew that Hansen had writ- 


ten: 
“What has been said with respect to inflation and the distribution of wealth 


and income implies that there are limits to the public debt which, if exceeded, 
will tend to affect the workability of the economy” (italics added). 
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Moulton admits, further, that he felt no obligation to tell his readers, even 
in a footnote, when he quoted from a repudiated interview, that Hansen had 


repudiated it,’ also that when he wrote regarding Hansen: optimisn 
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“In a recent article . . . he finally reaches the surprising conclusion that 


*H. G. Moulton, The New Philosophy (Washington, Brookings Inst., 1943), p. 3. 
24H. Hansen, Fiscal Policy and Business Cycles (New York, Norton, 1941), p. 174 


*“Dr. McC. Wright’s Character Attack,” supra. If Dr. Moulton felt that Hansen's re 
pudiation was not bona fide, or that his qualifications were inconsistent, it would have 
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‘the debt should cause us no anxiety so long as it is kept within safe limits’ ” 
italics added).* 


he knew that a year previously Hansen had written the passage quoted above, 
plus the following: “Within the limits set by these criteria, it is possible to 
determine, according to varying circumstances, what proportion of public 
expenditures may advantageously be loan-financed” (italics added).° These 
are but samples of the many similar instances which might be given. 

In the light of these statements, Dr. Moulton finds his scientific conscience 
so clear that I see no reason to discuss the matter further. Dr, Moulton’s spe- 
cific criticisms of my article are, it seems to me, sufficiently answered by an 
examination of the complete original texts involved. 

Davip McCorp WRIGHT 

University of Virginia 

Rejoinder 

The first quotation in Professor Wright’s “Reply” is from my general 
characterization of the “new philosophy” (p. 3); it was not specifically at- 
tributed to Hansen. 

According to the editorial lead, Hansen did not repudiate the Chicago 
Journal of Commerce interview as a whole; he merely “felt that he had been 
misinterpreted in some instances.” When given the opportunity to correct the 
faulty impression, he did not refer to two of the passages cited, and the third 
was reiterated. Statements of the same import are made in other places in 
Hansen’s writings, and these were also cited in my analysis, 

3. It is true that I knew that Hansen has at places made statements with 
respect to debt limits such as those which Wright quotes. I quoted even bet- 
ter ones. In fact, I found it necessary to quote Hansen on both sides of nearly 
every proposition in his thesis as a whole. Mr. Wright’s method is to find 
random quotations tending to show Hansen’s fiscal conservatism—meanwhile 
omitting, or playing down, the passages on which his leadership has rested. 

HaroLp G. MOULTON 

The Brookings Institution 


Von Mises on The Tragedy of European Labor: Comment 


Ludwig von Mises, in his review’ of Adolf Sturmthal’s book The Tragedy of 
European Labor, has based his criticism on assumptions which cannot remain 
unchallenged. Mises claims that all European countries, except Russia, are 
comparatively overpopulated, lacking in favorable natural conditions for pro- 


been entirely proper for him to have said so. But since it is submitted that it now clearly 
appears that the difference betwen the two authors is entirely one of degree, and of 
ptimism (Hansen having repeatedly made all necessary qualification), and since in ques- 
f degree each man must be his own judge, Dr. Moulton’s readers had a right, I 
it least to be apprised of the facts. Moulton then would have been entirely 
ree to minimize them by such arguments as he wished to employ. 
*Moulton, op. cit., p. 66. 
* Hansen op cit » 175. 
Econ. Vol. XXXITIT, No. 3 (Sept., 1943), pp. 702-05. 
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duction, and hampered economically by the protectionism of the countries 
with excess production of foodstuffs and raw materials. From these assump. 
tions Mises infers—although only by implication—that there is only one 
alternative left for European countries: conquest of “Lebensraum” or genuine 
free trade on an international scale. 

This view, though not so intended, amounts to a vindication of European 
fascism. Since no European country is strong enough to force free trade upon 
the rest of the world, especially upon the “‘underpopulated” countries outside 
of Europe, the only alternative presented for any European country is ag- 
gressive nationalism. Once Mises’s premises are accepted, it is hardly con- 
vincing that he himself rejects the solution of the problems of the “over- 
populated” countries by conquest of living space. 

There is fortunately no need to accept Mises’s premises. It cannot be 
admitted that natural conditions for production are less favorable in 
““Europe”—which in no respect constitutes economically a geographic unit— 
than in most other comparatively underpopulated areas. Nor can it be 
admitted that Europe is overpopulated, if overpopulation is understood as a 
status in which wage rates are bound to be low as a result of a permanent and 
inevitable excess in the supply of labor. As a matter of fact, wage rates prior 
to fascism and war were in the most industrialized Europ2an countries, such 
as Germany, far higher than in most “underpopulated”’ countries. 

It can be readily admitted that the trend toward excessive trade barriers in 
the pre-war world was deplorable. But, in the first place, the unfavorable 
effects of this trend were not confined to Europe. All countries, and not only 
those of Europe, would have been better off with more liberal international 
trade relations. Second, it is a gross exaggeration to claim, as Mises has done, 
that the world is patently on the way toward autarky of every nation. Even if 
the peace to come should fail to fulfill the expectations of all men of good will 
and to bring about an international good-neighbor policy in the economic field 
not less than in the political one, it would still hold true that there are in every 
nation economic, social and political forces in favor of close international 
trade relations so strong that a trend toward complete autarky could never 
materialize. 

Mises’s remarks about the economic policy of what he calls the European 
“Marxians” cannot remain unchallenged, either. He maintains that the 
European labor or socialist parties—which for a long time have ceased to be 
“Marxian” in the classical meaning of this word—were prevented by their 
economic prejudices from rebutting the economic content of the nationalist 
tenets, that they also failed to debunk the belief of the nationalists in the 
invincibility of their respective nations, and that for this reason they lost their 
intelligent followers to the nationalists or fascists. None of these statements is 
tenable. First of all, it is a matter of historical fact that the labor parties in 
those European countries in which nationalism was particularly rampant, like 
Germany, did not tire of rebutting both the economic and the political content 
of the nationalist tenets. Pointing untiringly to the madness of both autarkism 
and strife for conquest, they fought for a policy of political and economic 
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rapprochement with the other nations. Nor does Mises’s contention hold true 
that the intelligent German workers sympathized with the nationalist program 
long before their unions were incorporated into the Nazi Labor Front. It is an 
incontestable fact that, while the impact of the national socialist movement on 
nearly all other parties was terrific, the socialist parties in all free elections 
withstood like a rock the onslaught of national socialism and did not succumb 
but to naked terror. 
It is under these circumstances no wonder that Mises has failed to do 
justice to Sturmthal’s book. Mises holds that Sturmthal has been “at a loss to 
realize that no men failed, but philosophies, namely, t’ = philosophy of Marx- 
ism and that of trade unionism.” But what Sturmthal in his book has at- 
tempted to do—and in the opinion of the writer of this comment has succeeded 
in doing—has been precisely to prove that the tragedy of European labor was 
brought about by the failure both of the philosophy of Marxism and of that of 
trade unionism, That Sturmthal draws other conclusions from this tragic 
iilure than Mises does is perfectly true. Mises’s conclusions are derived from 
he premises which have been commented upon above; Sturmthal’s conclusions 
largely derived from his endorsement of the ‘‘doctrines of Keynes” (which, 
identally, have been misinterpreted in Mises’s review). It can be left to the 
‘eader to judge which of these conclusions is derived from a sounder basis. 
ALFRED BRAUNTHAL 
Woodside, N.Y. 
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Economic Theory; General Works 


An Essay on Marxian Economics, By JoAN Roptnson. (London: Macmillan. 
1942. Pp. x, 122. $1.75.) 

“The purpose of this essay,” writes Joan Robinson, “is to compare the 
economic analysis of Marx’s Capital with current academic teaching.” The 
latter is divisible into the ‘traditional orthodoxy and the modern developments 
in academic theory.” The first clearly refers to what Keynes, with particular 
reference to the implications of Say’s law for the problem of unemployment, 
calls “classical” economics. It operates with the assumption that interest is 
the supply price of saving and, that through the equilibrating mechanism of 
the iuterest rate, all saving tends to be applied without significant lag to 
real investment, thus assuring full employment of material and human 
resources.! “The modern developments in economic theory” are devoted 
to “the analysis of monopoly and the analysis of unemployment” (p. v). The 
Essay is concerned primarily with the unemployment aspect of “the modern 
developments” and identifies it, in the main, with the Keynesian analysis of 
the General Theory, 

Keynes’s theory of interest to the effect that “Interest is not a payment 
for saving but a payment for not hoarding,” in combination with his emphasis 
on the conventional, “sticky,” and incompressible? nature of the interest 
rate, as compared with the relatively rapid and large shifts in profit expecta- 
tions, deals a mortal blow to the conception of the interest rate mechanism 
of equilibrium at full employment. In this perspective, the economic problem 
is still essentially one of monetary equilibrium. In the Essay’s positive ap- 
proach to the problem of full employment, as distinguished from the Keynesian 
refutation of Say’s law, the emphasis is on the organic relation between the 
producer goods and consumer goods industries. There is no assurance that 
savings will be invested. This raises the problem of inducements to invest. 
Since the Essay takes the position that Keynes attaches an exaggerated im- 
portance to the interest rate, “investment depends [essentially] upon the 
rate of profit.” The rate of profit, in turn, “depends, in the last resort, upon 
consuming power” (p. 59). In brief, inadequate consumer demand, predicated 
on maldistribution of income, mitigates against sustained investment, and is 
“in the last resort” the cause of recurrent crises. Furthermore, “maldistribu- 
tion of income is [so] deeply imbedded in the capitalist system” that it “can- 


* As Joan Robinson points out, this type of analysis tends to lead to the conclusion that 
large-scale unemployment is attributable to wage rigidities imposed by labor combinations. 

*Below a certain point, since under private banking the interest charge must cover 
certain minimum costs. 


crise: 
nique 
prob! 
view 
are 
given 
theor 
dictu 
restri 
profit 
effect 
on th 
law ( 

Th 
which 
Marx 
the p 
goods, 
in the 
marke 
Marxi 
in par 
Capite 
manife 
and tl 
Joan I 
as the 
relevai 

The 
declini 
anticip 
course 
subject 
the pro 
of Say 
that of 
a spec. 
changi1 
Criticis) 
theory, 
* Cons 
*Or tl 


BOOK REVIEWS 125 


not be eliminated without drastic changes in the system” (p. 87)—or, more 
explicitly, the abolition of the system. 

Mrs, Robinson thus agrees with Marx on the answer to what is from the 
practical and, therefore, from the theoretical point of view, the most im- 
portant economic question: “Can capitalism transcend the recurrence of 
crises and depressions?” But she is profoundly dissatisfied with Marx’s tech- 
nique of analysis in this connection. He neglects the exploration of the two 
problems which emerge, from the Keynesian criticism of “orthodox” theory 
viewed in the perspective of its adherence to Say’s law. These two problems 
are the inducements to invest and the réle of consumer demand. The first is 
given but scant attention by Marx, and the second is side-tracked by the 
theory of declining profits, with the result that Marx is not faithful to his own 
dictum that “ ‘the last cause of all real crises always remains the poverty and 
restricted consumption of the masses’” (p. 59). The theory of declining 
profits is itself foredoomed to failure precisely because the “problem of 
effective demand? is left out of account” (p. 47), and Marx’s central emphasis 
on this theory leads him, moreover, to a recurrent tacit acceptance of Say’s 
law (pp. 60, 102-04). 

The interesting thing is that in the Essay’s chapter on Effective Demand, 
which contains a brief but very able summary of the general purport of the 
Marxian analysis, it emerges that Marx was in fact very much concerned with 
the problem of effective demand, for producer goods as well as consumer 
goods. There would, therefore, be no pcint in citing the innumerable places 
in the three volumes of Capital in which Marx focuses on the problem of 
markets. The theory of declining profits is, however, a central model in the 
Marxian analysis. A large part of the latter either leads up to or is predicated, 
in part, on the conclusions of this theory, Furthermore, the three volumes of 
Capital are oriented primarily to the contradictions of capitalism recurrently 
manifested in real crises. It is no wonder, then, that both disciples of Marx 
and those fundamentally hostile to him, as well as sympathetic critics like 
Joan Robinson, have tended to conceive of Marx’s theory of declining profits 
as the consummation of his theoretical analysis and, what is particularly 
relevant in the present connection, to identify it with his theory of crises. 

The present writer is in agreement with Mrs. Robinson that the theory of 
declining profits does not reckon explicitly with effective demand; it merely 
anticipates the problem of markets. It is also true, for instance, that in the 
course of his refutation of the Malthus of the Essay on Population on the 
subject of wages and the supply and demand of labor, Marx abstracts from 
the problem of monetary disequilibrium and thus from the Keynesian criticism 
of Say’s law. The Marxian criticism of Say’s law, however, goes far beyond 
that of Keynes. It rests on the premise that the reference of Say’s law is not 
a specifically capitalist economy, but an economy of small producers ex- 
changing their commodities* with each other. That is, likewise, his ultimate 
criticism of the argument of Malthus’ Essay on Population, of the wages fund 
theory, and of Adam Smith’s elliptical conception of the labor market as in- 


*Consumer demand. 
‘ i i 
Or the surplus of these commodities in excess of their respective needs. 
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volving essentially the exchange of subsistence and labor power. They all 
abstract from the host of ever-present contradictions in the historically extant 
capitalist economy which keep it always potentially in crisis and result in 
the recurrence of crises.* 

This is in line with “Marx’s contention that ‘the real barrier of capitalist 
production is capital itself,’”* and that, in a machine age, only by the 
abolition of private property in the means of production may the recurrence 
of crises be transcended. The important point to recognize is that, aside from 
special theoretical models employed to refute various aspects of “bourgeois” 
economics, as well as to implement particular aspects and phases of the 
capitalist contradictions, Marx does not have a special theory of crises. 
The latter is coextensive with his whole theory of the capitalist process and 
capitalist development in the “machinofacturing” stage. 

A special theory of crises is suitable only to those who deem it possible 
to discover a strategic factor, or factors, the control of which will serve to 
abolish crises within the framework of the private property system. The 
strategic factor for Joan Robinson, however, as for Marx, is the institution 
of private property in the means of production. This institution “in the last 
resort,” and not the maldistribution of income, is the cause of crises for both 
of them. That is not to say that Mrs. Robinson may not be critical of the 
specific character of the Marxian analysis. But she cannot be, consistently, 
both a Keynesian in the scope of her criticism of capitalism and of its theo- 
retical defenders, and a Marxian in the choice of her strategic factor. It is 
precisely on the réle of the technological variable that “the modern develop- 
ments in economic theory” are weakest. Keynes, in particular, operates with 
the dubious assumption of a constant technology in the short run, and 
accords but impressionistic treatment to long-run accumulation, without 
specific reference to the displacement of labor. 

Marx’s theory of declining profits is dedicated precisely to the incidence of 
secular long-run accumulation, in the form of labor-saving machinery, on the 
labor market. Like all long-run theories, it is, perforce, an artificial theoretical 
model, and the wisdom of employing it in abstraction from the cyclical short 
runs, by means of which the secular long run is mediated, may be questioned.’ 
The theory of declining profits may also be criticized because in abstraction 
from the social controls exercised by labor combination and social legislation, 
it points to a theory of abiding, if not increasing, misery of the laboring class.* 

But it is one thing to criticize the theory of declining profits in these terms, 


*The Wealth of Nations and the Essay on Population, to be sure, preceded the advent 
of the machine age. Their conceptualization, in part unsuitable for their own time, was 
subsequently applied to the “machinofacturing” economy. 

* Quoted in Essay, p. 86. 

This is a central issue also in the statistical approach to cyclical fluctuations. Note the 
criticism of Wesley Clair Mitchell’s secular trend. 

*On the other hand, the “pure” economic theory of the naked exercise of economic 
power by the cliss of proprietors in a machine age is an important justification of these 
social controls. 
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as well as to demonstrate that in itself it is not a satisfactory theory of the 
secular trend in profits, and another to identify it, as Mrs. Robinson does, 
with Marx’s theory of crises. The latter, I repeat, is coextensive with his 
comprehensive and many-faceted analysis of the contradictions which attend 
the capitalistic process in the machinofacturing stage. The theory of declining 
profits is but one of the many theoretical models, chains of reasoning, which 
Marx employs in his analysis of these contradictions. It is, to be sure, the 
most important single model, precisely because it is oriented to what is for 
Mrs. Robinson, as well as for Marx, the central and inescapable contradiction 
of capitalism, “the maldistribution of income.” “Why is this maldistribution 
so deeply seated in capitalism?” It would appear that Mrs. Robinson should 
be concerned to refine and develop, in a modern realistic setting, the implica- 
tions of Marx’s model for this issue. 

In order to appreciate the bearing of the theory of declining profits on the 
issue of crises and cyclical fluctuations, it is necessary, furthermore, to place 
this theory in relation to the rest of the Marxian analysis in Volume III, 
and in Capital as a whole. With respect to Volume III, Mrs, Robinson stops 
with the chapters on The Theory of the Law (chap, XII) and the Counter- 
acting Causes (chap. XIII). She should have proceeded, at the very least, to 
the chapter on Internal Contradictions which immediately follows. For it is 
in connection with the contradictions that the problem of realizing the eco- 
nomic surplus of production in excess of the real income of the workers first 
emerges. Until Marx attacks the problem of the realization of values, he 
obviously does not trench directly on the problem of demand, profits, induce- 
ments to invest, and crises. 

What Marx calls “the theory of the law” of the tendency to declining 
profits, i.e., the theory in abstraction from counteracting causes, will be re- 
ferred to here as the theorem of declining profits. The theorem is premised 
on the undeniable increase in both the technical and the organic composition 
of capital. The composition of capital is expressed by Marx not with respect 
to the structure of the entire capital employed in the economy,’ but with 
respect to the relative imputs of constant and variable capital in the 
course of an average period of turnover of the circulating means of produc- 
tion. The variable capital (v) refers to inputs of labor power. The constant 
capital (c) includes the inputs of raw and auxiliary materials (7), together 
with the input for the replacement (f) of fixed assets (F) depreciated in 


the course of the current period of turnover. Then, c = r + f; total inputs = 


c+ v; the composition of capital = —; value added*® = v + 5"; gross 
v 


*Or in the representative enterprise with a composition which corresponds to the aver- 
age for the economy. 

Whether by the representative firm or the economy as a whole. 

“Value is added, according to Marx, only by what we shall call output enterprises, as 
distinguished from mercantile and financial enterprises, and by the output enterprises 
only in connection with the turnover of the means of production, as distinguished from 
stocks of commodities. 


\ 
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s 


value of produce = c+vu+ 5; rate of surplus value = —+; average rate 
v 


of profit = > Since s includes mercantile profits, “interest of money” 
c+uv 


and rents, in addition to industrial profits, ye is really the average 
c+v 


rate of surplus value relative to inputs of the material and human means of 
production.” 

Limitations of space forbid that we enter into ali the complications result- 
ing from the “esoteric” terminology employed by Marx. The definitions and 
the symbolism are given mainly for the convenience of the readers of Capi- 
tal.** To begin with, let us attend to those aspects of the theorem which are 
obviously acceptable on logical and empirical grounds. 


I have referred to the undeniable tendency to the increase of —. Let us 
v 


view this ratio first with reference to the technical composition of the inputs 
of the means of production; i.e., in abstraction from the value of a unit of 
the ‘material substance” of c and the value of a unit of labor power. Ob- 
viously, with the increase in the amount and quality of equipment at its 
disposal,'* a given amount of labor power will convert more raw material 


into finished commodities. That alone points to the increase of — with the 
v 


increase in the powers of production which attend capitalist development. In 


“In the course of competition, attended by the mobility of capital, the rate of profit 
of the output concerns will be equalized, regardless of the respective organic compositions 
of their inputs of means of production and of the proportions which these bear to the 
value of stocks of commodities. The rate of profit of the commercial and financial enter- 
prises will tend to equal that for the output enterprises. In terms of certain simplifying 
assumptions, therefore, the trend of the rate of profit of the output concerns will cor- 


. If we denote total constant capital employed by C, then 


respond to the trend of 
c+uv 


will correspond 


C=F-+r, fixed assets other than land+r. The trend of Cy. 
v 


brings us closer to the coiventional 


roughly to the trend of . The expression c 


c+uv 
conception of the rate of profit, but it still remains within the confines of the output 
concerns, and only with reference to the real assets which, together with labor power, con- 
tribute to inputs of means of production. One further point should be noted. The annual 


rate of — and of is derived by multiplying the corresponding values for one turn- 


v c+uv 
over of r by the number of turnovers in the course of the year. The period of turnover 
for v will, obviously, correspond to that for r. 


1 have added r and f for the breakdown of c; also, in the preceding footnote, C and F 


to the more conventional 


for the transition from ¢ 
C+u 


* This includes animal and mechanical energy. 
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addition there will take place a relative increase, as compared with the de- 
mand for labor power, in the auxiliary material component of 7, as well as 
for the replacement of fixed assets (f).'® 

The demand for labor power thus decreases relatively to both inputs of 
the “material substance” of constant capital and to real output. This Marx 
unquestionably demonstrates in his theorem of declining profits.** No labored 
theoretical analysis is necessary, in fact, to demonstrate the tendency to 
increased output per man hour, together with the increased output per man, 
despite the great decrease in the duration of the working day which has 


taken place since Marx’s time, His analysis of the increase of — is more 
v 


of a contribution, It is this, moreover, which Marx emphasizes as the premise 
for his demonstration of the over-riding tendency to declining profits. Within 


the context of the theorem, i.e., with constant — (in real terms), the in- 
v 


crease in — logically implies a decrease of ————."" 
v ctv 


On the level of real output, the assumption of constant — is, however, 
v 
contrary to Marx’s own position that the growth of the productive forces, 
which is the essential premise for the increase of —, itself implies an in- 
v 


crease in output per man, and, on Marx’s assumption of a constant real 


wage, a consequent increase in = 3 Marx relegates the increase of — 
v 

from this, as well as other sources, to the sphere of counteracting causes. 

That is admissible only with respect to the less important increase of ie 

v 

derived from the alleged increase in the duration of the working day,?° and 


the increased intensity of labor. On the level of real output, therefore, in- 


creasing — needs to be included within the body of the theorem. The de- 


cline of —-_—. may still be demonstrated in this reference on the postulate 
hy The relative increase in the amount of f is somewhat more complicated than that of r, 
e f is partly a function of the durability of the fixed assets. 
“Much of the three volumes of Capital is devoted to the irresistible tendency to the 
accumulation of labor-saving assets 


Marx’s postulate that labor power is the unique source of value does not enter in on 
+h 


is level of analysis. 

“To which, as we shall see, Merx does not ultimately adhere. 

"Particularly when abstraction is made from periods of stagnation. 

* Admissible, in the absence of the social controls exercised by labor combinations and 


social legislation. 
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that the rate of increase of Ps is greater than that for a, That would be 
v v 
logically sound. There would still remain the empirical issue of the relative 
trend in the rate of increase of the two ratios. 
In any event, the argument for declining profits appears far less conclu- 
sive when posed in the foregoing manner. There is no getting around the 
circumstance that the increase in productive capacity, on which the increase 


of — is premised, may result in the production of a sufficiently large surplus 
v 


. It is on this aspect that Mrs. Robinson 


to prevent the decline of 
c+uv 


focuses her criticism of the law of declining profits. But this criticism is 
far less decisive when it is recognized that, even in his theorem,”* Marx oper- 
ates with the organic, arid not the technical, composition of capital in rela- 
tion, not to the trend of the real output, but the value of output. I have 
examined the theorem of declining profits in terms of the technical composi- 
tion of capital and the trend of real output in order to indicate the sense in 
which Mrs. Robinson’s criticism is valid;** but it is not a criticism of the 
Marxian theory. 

Let us now examine the theory of declining profits in the reference in 
which c, v, and s are value magnitudes. Within the body of the theorem, 
before he proceeds to both the counteracting causes and, particularly, to the 
internal contradictions, embodied labor is Marx’s measure of value.** In 
terms of this measure, the trend of net national output, of aggregate value 
added (v + s) will correspond by definition to the trend in the inputs of ». 
On historical and sociological** grounds, Marx postulates that the increase 
in the productive power of the economy will be accompanied by an absolute 
increase in the inputs of v. In consequence, there takes place an increase o/ 
total value added (v + s) proportionate to the increase of v, On the assump. 
tion that the rate of increase of c is greater than that for v, there takes place 

+ v 


a decline in . That follows logically on the embodied labor value 


level of analysis. On the assumption of the theorem that — is constant, 
v 


there will also take place a decline of — . To be sure, the increase in 


productive power no longer necessarily implies an increase of —. That dis- 
Vv 


"In so far as it looks to declining as distinguished from the decline in the de- 


c+uv 
mand for labor relative to expanding productive capacity and real output. 
* As well as to bring out the decline in the relative demand for labor power. 
See Volume III, p. 306. My citations are to the Charles H. Kerr & Co. ed. of Capital: 
Vol. I, 1926; Vol. II, 1925; Vol. III, 1909. 
* Persistent absolute displacement of labor, asserts Marx, would result in revolution. 
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poses of the type of criticism which does not distinguish between the real 
and the value levels of analysis. However, even on the labor value level, 


$ 
there may take place an increase of — which is greater than the increase of —. 
v v 


In that case there would be no decline in a“ 


At this point, it is necessary to follow Marx in his transition from the 
sphere of production to the market place with its Internal Contradictions. 
The very fact that “the mass of surplus-values”> thus produced is swelled 
to immense dimensions” militates against the realization of these values. 
The “total gross product must be sold. The conditions of direct exploitation 
and those of the realization of surplus value are not identical. . . . The first 
are only limited by the productive power of society, the last by the propor- 
tional relations of the various lines of production and by the consuming power 
of 

The theory of declining profits is obviously oriented to the limited con- 
suming power of society. The following by Marx is extremely significant 
as an indication of the limited scope of the theorem, which identifies the 
consuming power of society with that of the laboring class, and is in other 
respects a highly abstract theoretical model. “Let us suppose that the whole 
society is composed only of industrial capitalists and wage workers. Let us 
further make exceptions of fluctuations of prices. . . . Let us make ab- 
straction of the bogus transactions and speculations which the credit system 
favors.” These are all implicit assumptions of the theorem. “In that case, 
a crisis could be explained only by a disproportion of production in various 
branches, and by a disproportion in the consumption of the capitalists and 
the accumulation of their capitals. But as matters stand, the reproduction of 
capitals invested in production depends largely upon the consuming power 
of the non-producing [rentier| classes.”*" The last sentence in the foregoing 
quotation appears to dispense with the poverty of the masses as a cause of 
crises, In the setting of the actual class structure of society, it harks back, 
rather, to the Malthusian conception of inadequate consumption by the 
rentier class, as the essentiai premise of excessive saving and accumulation. 
But, according to Marx, notably in the machinofacturing stage, it is in the 
very nature of the capitalist process to promote rapid accumulation. A large 
proportion of Volumes I and III are devoted to this thesis. 

Now, the very dependence of “the reproduction of capitals invested in 
production . . . largely upon the consuming power of the non-producing 
classes” is predicated upon the limited consuming power of the laboring class. 
It is precisely in order to accentuate the significance of this aspect of con- 
sumer demand that Marx forges his theory of declining profits. As the quo- 


“The expression “economic surplus” would be more meaningful to the modern .reader 
who is habituated to think of values of finished commodities as determined in the market 
place. Marx refers to real net output in excess of the subsistence requirements of the labor- 
ing class measured in embodied labor. 

* Vol. ITI, p. 286. 

* Vol. III, p. 568. Italics mine. 
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tation given above clearly indicates, the latter is an extremely limited and 
artificial theoretical model. Not only does it abstract from price fluctuations 
and speculations, but it reduces the composition of society to industrial 
capitalists and wage workers. The last assumption implies an approximate 
identification of the “consuming power of society” with that of the laboring 
class. This identification is necessary if the value of net output (s + v) in 
the market place is to correspond to the embodied labor values in the sphere 
of production. In this way, the decline in the total input of labor power 
relative to the increasing net real output is implicitly translated into a cor- 
responding relative decline in the value of net output. 

With a constant technology and simple reproduction (no net accumula- 
tion), the problem of the transition from embodied labor values to values 
in the market is very simple. The value of net output equals the labor 
income. With net accumulation in the form of labor-saving innovations, 
there emerges the problem of realizing the economic surplus represented by 
this accumulation. This requires adequate expansion of demand for capital 
installation by the consumer goods industries. Such expansion will not take 
place in the presence of a decline in the demand for labor power relative 
to increased real output coupled with the tendency for real wages to be kept 
at a minimum, largely because of this relative displacement of labor. The 
process of accumulation will only be resumed after a crisis of overproduc- 
tion has effected a great deflation in the value of the constant capital em- 
ployed(C). 

It should be noted that, as compared with the actual vicissitudes of his- 
torical capitalism, the foregoing theoretical model proves too much. The dis- 
proportion between the expansion of productive capacity and the consuming 
power of the laboring class would not require from seven to ten years to 
assert itself. But as has already been indicated, the theorem of declining 
proits involves the extreme limiting assumption of the identification of the 
consuming power of society with that of the laboring class. Actually, the 
contradictions in the way of realizing the economic surplus are relaxed in 
part by “the consuming power of the non-producing classes.” Up to 2 point, 
accumulation may feed on itself, the later stages of investment sustaining 
the earlier stages in the hierarchy of producer goods. The process of accumu- 
lation may also be sustained for a time by the discovery of new outlying 
fields of investment,?* as well as by new products which stimulate increased 
spending from the surplus.”® 

On the other hand, historically extant capitalism, according to Mars, is 
fraught with contradictions from other sources than the inadequate consume! 
demand to which his theory of declining profits is oriented. In part, these 
other contradictions account for the minor crises as opposed to the “real 
crises” of overproduction. In part, they serve to account for the recurrence 
of real crises in the presence of both the large consuming power of the class 
of proprietors and the discovery and exploitation of new markets and new 


* Chap. XIV, sec. V. 
Vol. Il, p. 277. 
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human and material resources of production. Marx’s celebrated theorem on 
the probability of crises under simple reproduction is a case in point. Crises 
may result from the circumstance that, except on the premise of one given 
age structure of durable assets, the value of production for replacement of 
these assets will not correspond to the allowance for depreciation included 
in the price of gross output. In consequence, the equation between the value 
of inputs of ¢ in the consumer goods industries and of inputs of v in the 
producer goods industries will be violated, and disequilibrium will result. 

It is to this theorem, as against the theorem of declining profits, that Joan 
Robinson refers when she expresses a decided preference for the argument 
of Volume II as compared with that of Volume III (p. 87). It would appear 
that Mrs. Robinson should have preferred the theorem of declining profits 
which implicitly points to maldistribution of income as the cause of crises, 
The model in Volume II leaves it an open question as to whether disequi- 
librium is initiated from the side of demand for consumer goods or for pro- 
ducer goods. This model, moreover, operates with all the abstractions which 
characterize the premises of the theorem of declining profits. In addition, 
by posing simple reproduction, it abstracts from the expanding essence of 
capitalism. But it provides a useful insight. It is only a theorem. Simple 
mathematical constructions cannot capture the great and ever-changing 
variety and complexity of human affairs. The same is true of the theorem of 
declining profits. Inasmuch as it is not a static model, it approximates more 
closely the actual career of capitalism, But it abstracts to such an extent 
from important aspects of historically extant capitalism that Marx finds it 
necessary to supplement his analysis of contradictions by all of Volume II 
and large parts of Volume III. 

The réle of credit, the incidence of the interest rate relative to profits of 
enterprise, extravagant inflation in the value of securities,*° unwise monetary 
legislation and monetary policy, the vagaries of the seasons with their inci- 
dence on the supply of raw materials, disproportionalities resulting from the 
lack of over-all planning aggravated by financial and commercial specula- 
tion, forced contraction of consumption through the rise of prices during 
the period of rapid accumulation—these and many other complications Marx 
abundantly recognizes in Volume III. They have an important bearing on 
the timing and extent of “real crises,”** as well as on the advent of minor 
recessions. 

The argument in Volume II is by no means limited to the theorem which 
develops the probability of crises under simple reproduction. It proceeds to 
a more finely articulated analysis of disproportions between the various 
spheres of production, in both the vertical and horizontal aspects of the dif- 
ferentiation of production. Further, it develops at great length the proba- 
bility of disproportion resulting from the pronounced lack of synchroniza- 
tion between the turnover of circulating means of production and the turn- 

See Vol. II, p. 362; Vol. III, p. 580, and Theorien uber den Mehrwert, Vol. Il, Pt. II, 


Pp. 200. 
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over of mercantile assets, under circumstances in which commerce imple- 
mented by credit drives production beyond the limits of ultimate demand. 
It is not, therefore, merely a matter of limited consumer demand, but of a 
highly differentiated and roundabout process involving production for dis- 
tant markets, which both screens and serves to exaggerate the extent of 
ultimate demand. In this reference, the cause of crises is the planlessness 
of an economic process the very nature of which requires planned integra- 
tion. 

Joan Robinson is correct in her assertion that the emphasis of Marx, and 
still more of his disciples, on what I have called the theorem of declining 
profits has militated against an explicit and more empirically grounded 
examination of the incidence of restricted consumer demand on crises. But 
she tends to mislead the reader by the extent to which she identifies the 
theorem of declining profits with the theory of crises. The latter, it must be 
repeated, is coextensive with Marx’s entire analysis of the contradictions 
which attend the machinofacturing stage of capitalist development. Marx 
forged his theory under the impulse of the aspiration to social revolution 
by means of the dictatorship of the proletariat.** This results in certain 
magnificent exaggerations, derived largely from his failure to reckon suffi- 
ciently with state intervention in general and the uses of the state for the 
protection of the wage worker and the small producer in particular. It is, 
nevertheless, important to recognize that his enormous revolutionary energy 
led to such an exhaustive investigation of the category of capital and the 
pathology of capitalism that no economic theorist who is concerned with 
the development of a reasoned appeal to facts in order to implement an 
orderly transition to a better society can afford to ignore Marx’s Capital. 
It is to be feared that, on the basis of Joan Robinson’s in certain respects 
sympathetic and very able Essay on Marxian Economics, academic econo- 
mists would be inclined to persist in such a neglect. 

LEo ROGIN 

University of California 

Berkeley 


Full Employment. By Joun H. G. Prerson. (New Haven: Yale Univ. Press. 
1941. Pp. ix, 297. $2.50.) 

The reader is soon struck by the fact that Dr. Pierson has a great deal in 
common with the Keynesian New Dealers. And yet there are important dif- 
ferences. Most Keynesians, for instance, regard public spending as the best 
of the available weapons for combatting depression and unemployment. Dr. 
Pierson does not agree with .hem. 

“So far as it has been attempted, public spending has failed to reduce 
unemployment to any great extent. Certainly the public spending program 
has not been pushed as boldly as it might have been, Certainly also the New 


* He does not insist on violent revolution, but anticipates that, except possibly in Eng- 
land, the working class must be prepared for violent resistance on the part of the capitalist 


class. 
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Deal approach has had other shortcomings. . . . The really crucial point, 
however, is that the prospects of the whole policy of public spending have 
necessarily been highly dubious from the beginning because there has not 
been any assurance that private spending would not react negatively to public 
spending .. .” (p. 89). 

[he trouble with public spending, he goes on to explain, is that it involves 
an extension of governmental activity, or “planned production,”? which 
private business fears and resents. Business expresses its hostility by cur- 
tailing its own spending as government spending increases. Unless the govern- 
ment is prepared to expand its activities to the point of taking over the entire 
field of production, there is no assurance that it will be able to achieve a 
satisfactory level of employment (p. 114). 

This conclusion is certainly open to serious question, on the ground of 
yast experience with public spending as well as of general analysis of economic 
yehavior. I shall not stop to argue the point, since it is more important here to 
examine the author’s own proposal for maintaining full employment, a pro- 
posal which he thinks would avoid the difficulties attendant on public spend- 
ing. Instead of trying to increase employment and income in periods of 
depression by expanding its own activities, the government should, he sug- 
gests, confine itself to a guarantee that aggregate consumer demand would 
never be allowed to fall below a certain figure. This would give business men 
the assurance of an adequate market for their products and would induce 
hem to go ahead themselves and provide the desired amount of employment. 
The government would not have to do anything that would compete or 
interiere with business. “Ideally, the guarantee would motivate and result in 
the anticipated level of production for market, thus securing full employment 
without any expansion of public works” (p. 127). In practice there might 
be a certain amount of irrational opposition on the part of business and there 
would also still be secondary fluctuations in private activity to be smoothed 
out. But these difficulties normally would be of a minor order and could be 
overcome without disturbing the main current of business activity. 

If it would work, the consumption guarantee policy would obviously have 


great 


great advantages. It would not only keep the government from stepping on 
the toes of business, but would also avoid the increase in public debt, or the 
use of redistributory taxation, price policy, and other measures to force a 
change in the community’s propensity to consume, which most current pro- 
posals for combatting severe unemployment entail. 

Dr. Pierson’s faith in his consumption guarantee plan rests on the assump- 
tion that output as a whole is governed by the anticipated demand for con- 


sumer goods. This is clearly true of the production of consumer goods them- 
selves. Producer goods in turn, Dr. Pierson argues, are used in making con- 
sumer goods and have no value apart from such use. The production of 


producer goods is consequently governed by the rate at which consumer 


_ Dr. Pierson seems to assume that public spending necessarily involves an extension 
{ governmental activity in the production sphere. This is, of course, not true. Public 
spending may equally well take the form of direct payments to consumers such as social 


security benefits, farm parity payments, educational grants, etc. 
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19 
goods are being produced. Thus, directly or indirectly, production as a whole th 
is determined by the anticipated demand for consumer goods. “The demand pe 
for producer goods derives of course from the demand for the goods or services | 
that they will create, so that at each point the demand in the last analysis pm 
comes back through as many stages as may intervene before the end results Th 
of productive effort are disposed of in some consumer market. Expected final doe 
consumer demand is the ultimate magnet to which production responds” (p, ae 
125). 

thie argument unfortunately breaks down on its treatment—or, perhaps - 
better, its neglect—of the demand for new capital goods. Replacement of wee 
existing capital equipment does, broadly speaking, depend on the aggregate onal 
production of consumer goods. But the demand for capital goods over and of t 
above replacement requirements depends, not on total consumption, but the 
rather on the rate of change and growth in the economic system. It would pane 
be quite possible, as Mrs. Robinson, Professor Hansen, and others have sie 
pointed out, to maintain indefinitely a high rate of consumer goods produc- culti 
tion without any net production of capital goods at all. Sa 

But if the production of capital goods depends on factors other than the ed 
rate at which consumer goods are being turned out, there is absolutely no sood 
assurance that the guarantee of a certain volume of consumer demand will peop 
maintain production as a whole at the desired level. Dr. Pierson says it would sail 
be “fantastic” to think of “production for market slowing down and coming pee 
to a virtual standstill in the face of a guaranteed consumer expenditure of pee 
a hundred billion dollars a year” (p. 158). Actually, there is nothing fan- wen 
tastic, or even unlikely, about it at all. The only way the government could ties f 
guarantee consumer expenditure of 100 billion dollars would be by guaran- fact 1 
teeing the income which would make people willing to spend that much on falling 
consumption. The propensity to consume in this case might be something try to 
like five-sixths. That would mean that the government would have to guaran- savers 
tee a national income of 120 billions in order to call forth the desired the de 
100-billion consumer expenditure. There would then be a 20-billion dollar gap t ise 
between income and consumption which would have to be filled in some way. income 
Whether or not private investment could do the job alone would depend not Dr. 
on aggregate consumption but on the rate at which new industries were de- it with 
veloping, new opportunities for investment abroad were being opened up, work. ' 
population was growing, etc. If the stimulus provided by these factors was mock 
inadequate, total spending, investment plus consumption, would fall short o! howeve 
income, and a cumulative decline in income and consumption, accompanied Finn 
by a decline in output and employment, would take place. in the . 

If the government went beyond a mere guarantee and took steps to see 
that income actually was maintained at the desired level, the outcome would, Willi 
of course, be different. But the government could maintain income only by oe 
itself spending an amount sufficient to make up for the deficiency in private oan 
investment expenditure, or by changing the community’s propensity to col- ities 
sume through taxation, pressure on profit margins, etc. These, however, ar socal ane 
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the very New Deal measures Dr. Pierson was hoping to escape through his 
consumption guarantee plan. 

Although Dr. Pierson has been much influenced by Keynes in his mone- 
tary and income analysis, he fails to take full advantage of Keynes’s General 
Theory in his treatment of saving. Instead of focusing attention, as Keynes 
does, on the fundamental fact that saving, whatever form it may take, is 
not-spending on consumption—a fact which, incidentally, many people are 
able to see clearly for the first time now as a result of our experience with 
a war economy—he breaks saving up into various parts and tries to deter- 
mine the significance of each separately (pp. 215-17). This procedure has 
serious drawbacks. For one thing, it keeps him from taking a broad view 
of the income process and accounts, in large part, for his failure to ask, in 
the case just discussed, what income total would be necessary to produce 
consumption expenditure of 100 billion dollars and how the gap between 
consumption and income at that level would be filled. It also leads to diffi- 
culties in his treatment of hoarding. 

Saving is all right, according to Dr. Pierson, unless it takes the form of 
hoarding.? If it does take the form of hoarding, the flow of money against 
goods is reduced and production and employment fall off. In order to make 
people “invest” their money and thus keep the spending stream going it 
would be a good idea, he thinks, to put a tax on hoards (p. 241). But what 
does “hoarding” mean in this context? If I use part of my income to buy 
securities, I certainly cannot be accused of hoarding the money. The person, 
or corporation, who sells me the securities may turn around and buy securi- 
ties from some one else. He is not hoarding either. And yet, in spite of the 
fact that no one is hoarding, the demand for new capital goods may be 
falling off and the economy heading into a severe depression. It is futile to 
try to assess the responsibility for the decline by examining what individual 
savers do with their money. All are equally guilty in that their saving reduces 
the demand for consumer goods. But all are also equally innocent in that 
it is not their fault that total investment expenditure is insufficient to keep 
income at the higher level. 

Dr. Pierson raises some very important problems in this book. He does 
it with the vigor and independence of thought that characterize all of his 
work. The difficulties that have been discussed in this review are common to 
much of the contemporary literature on income and employment. Rarely, 
however, are they developed in so bold and interesting a fashion. For this, 
if for no other reason, the book is well worth the careful attention of students 
in the field. 

ALAN R. SWEEZY 
Williams College 


*“There is no reason why the individual citizen or business management will neces- 
sarily experience any loss of freedom of action in the disposal of unspent money. On the 
contrary, matters can be expected to stand as before—provided only that conflict between 
social and private interests does not arise out of large-scale hoarding . . .” (p. 266). 
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Cost Behavior and Price Policy. Prepared by the Committee on Price Deter- 
mination for the Conference on Price Research. Price stud. no. 4. (New 
York: Nat. Bur. of Econ. Research. 1943. Pp. xix, 356. $3.00.) 

This recent book of the National Bureau of Economic Research draws the 
theoretical economist one step nearer to the realities of the operating 
economy. The main body of the discussion (after the theoretical introduc- 
tion) is limited almost altogether to the subject of cost behavior; a single 
chapter at the end is devoted to an exploratory survey of The Implications 
of Cost Behavior for Price Analysis. 


Part One: The Nature of Costs and Prices 


The first fifty pages present a very succinct statement of the theoretical 
setting of the problems which are to be discussed in the main body of the 
book, and provide in addition a very enlightening discussion of some of the 
difficulties to be overcome by the theorist who undertakes to employ em- 
pirical tools of analysis. 

These difficulties are impressive. The trouble with using accounting data 
arises largely out of the genesis of accounting procedures, which seldom draw 
clearly the lines of distinction between the categories so important to the 
economist. Extreme difficulty is experienced in distinguishing between long- 
and short-time cost factors. Too frequently accounting purposes are satis- 
fied without separating out the expenses that apply to particular operations 
or commodities. Moreover, the dollar figures often defy breakdown into 
quantity, quality, or price elements. These and a number of other “tough 
nuts to crack” are discussed in a way that convinces the reader that the 
authors approached their task fully cognizant of the difficulties with which 
it was beset. 

The interesting account of the “dimensions of price” cannot fail to make 
the price analyst more humble in his work. Conventional price quotations— 
and this includes the prices of various cost elements as well as finished 
product prices—cannot be accepted as tools of analysis without explorir ; 
their numerous “dimensions”—their specifications, contract terms, customer 
classification, credit considerations, and a host of others. In a description of 
prices for various classes of book paper (outlined in an appendix) it is 
estimated that standard product specifications alone would give rise to 4 
possible 170 million different “products” quite apart from other terms of 
sale, such as delivery, credit, guarantees, etc. 

At the end of this discussion the reviewer is impressed with the herculean 
task encountered by the empirical investigator who attempts to forge analyti- 
cal machinery which will refine, purify, and extract from such data a dis- 
tillate which conforms even workably with the concepts of economic theory. 
And, if he does succeed in straining out such purified evidence, there is 4 
real question as to whether he has secured a sample of the economic phe- 
nomena his theory covers that represents more than a few isolated—possibly 
nontypical—instances. 
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Part Two: Cost Behavior 


The authors have undertaken in the body of their discussion a critical re- 
view of the work and the tools that others have developed and an appraisal 
of such results and methods in the light of their possible contribution to 
the economic theory of costs and prices.’ 

The chapters in Part Two follow a common three-part pattern. First, there 
is a statement of the technical or statistical problems involved in securing 
refined numerical data for testing or measuring the cost factors under con- 
sideration in the chapter. Then, there is a critical evaluation of existing 
materials and studies.? Finally, each chapter closes with suggestions of 
further research possibilities. 

One of the important contributions of the book—as well as one of its 
limitations—is the organization of its analysis of the elements which influ- 
ence costs. As stated before, the outline is based primarily upon the con- 
cepts of economic theory, rather than upon the elements which may have 
been developed by accountants or the elements which entrepreneurs might 
regard as of particular importance to themselves in arriving at cost or price 
decisions. 

The analysis of the behavior of costs in Part Two considers first the 
relationships between costs and the rate of output, assuming plant and 
equipment to remain unchanged. At this stage it was necessary to investigate 
ways of finding or simulating conditions where costs of individual products 
were isolated, where differing and arbitrary methods in allocation of fixed 
costs over time do not destroy the comparability of data used, and where 
changes in the price of input factors or changing technology do not distort 
the data. 

As a result of the survey of studies which have yielded data of this sort 
the authors reach one of their significant conclusions (p. 109 ff.): a consider- 
able number of instances seem to indicate that the economist should reéxam- 
ine his assumption that the individual firm has a cost-output relationship 
described by a U-shaped marginal cost curve. Witn few exceptions, the 
studies available have indicated marginal costs which are approximately 
horizontal over a wide range of output. 

The successive chapters in Part Two proceed with the relaxing of the 
limiting assumptions required for isolating a cost-output function, Changing 
of input factors are next analyzed, then technical changes. The statistical 
isolation of these factors is far from easy, as indicated by the scant evidence 


"The book was written for economic theorists. They occupy the box seats. A few lines 
are dropped here and there for the business man or the public administrator, but they 
will have to go to the economist after the show is over and ask him what it was all about 
and what use it is to them. 


*Some of the studies cited had, of course, been made with a purpose different from the 


analysis of cost behavior. In a number of cases, therefore, the authors had to do a con- 
siderable amount of translating or interpolating from the original studies to secure com- 
parability of results. In bringing together such scattered data and relating them to the 
Problem at hand, the authors were careful and on the whole judicious, 
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available. Then in considering such problems as those created by the alloca- 
tion of common costs among multiple products produced by the same enter- 
prise, and in developing data to show how costs differ solely because plants 
or firms are of different sizes, the statistical difficulties of creating a syn- 
thetic state of ceteris paribus are enough to make the investigator turn for 
inspiration to the story of Joshua who was able to command the sun and 
the moon to stand still—and they did! 

Finally, the relatively new field in economic theory, the analysis of selling 
costs, is given a very interesting discussion, although the authors concede 
that the work done in this field has brought to light only a few bits of 
evidence. It appears to the reviewer that this area holds great promise for 
the economist and the statistician. Consider only one problem—input com- 
binations. Business men have had to make decisions about the relative 
efficiencies of various selling “input” combinations (advertising, sales meth- 
ods, packaging, servicing arrangements, and many others) without any re- 
liable guidance of the sort which ~ngineers provide for the factory manager.' 
This is only one of the undeveloped aspects of the analysis of the behavior 
of selling costs but it alone suggests a large and fruitful field. For many 
products there is little question but that a study of selling costs is far more 
important to an understanding of price than is a more complete analysis 
of production costs. 

In their introductory remarks the authors state that they “wish to em- 
phasize that this report in no sense represents a complete study of the 
principal cost problems confronted by the individual firm. They are acutely 
aware that in many places in the discussion the difficulties associated with 
the isolation of the influence of one variable on costs from others operating 
simultaneously have not been encountered effectively. In addition, many 
other cost problems just as significant as the ones treated here have perforce 
been neglected for lack of time. The Committee will be content, therefore, 
if this report is accepted as an introduction to a body of imperfectly known 
material, as a criterion appraisal of existing studies of cost behavior, and as 
a presentation of suggestions for further research.” 

This modest appraisal by the authors should in no sense detract from the 
positive contributions of their work. To undertake at this stage in our 
knowledge of cost behavior an integration of the empirical approach with 
the deductive theoretical is both necessary and valuable, even though the 
results are seldom final, and an almost prohibitive amount of work would 
be involved in carrying such studies to a comprehensive set of definite con- 
clusions 

Practical Limitations 

In a subject of such vital concern to business managers, it would be fair 
to assume that there should have emerged from the mass of practical ex- 

* As science advances, and methods of measurement and classification improve, differ- 
ences which were earlier regarded as qualitative in nature are found to lend themselves to 


quantitative appraisal. The science of selling has many areas now treated in a general 
qualitative way which will some day be measured and analyzed according to quantitative 


methods. 
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perience something more tangible than the fragmentary evidence which the 
authors were able to marshal in their attack upon the problem of cost 
behavior. This suggests that perhaps the business man, in approaching his 
cost-price problems, did not have the same framework of deductive eco- 
nomic theories in his mind as the authors had in theirs. The business man 
may have had specific decisions to make which did not require him to de- 
velop the continuous cost functions of theory. He may have been choosing 
between only two or three fairly specific alternatives in respect to costs and 
volume, or in respect to changes in the use of certain input factors. His 
answers may not yield data which would permit the tracing of a complete 
cost function, but they would give him a satisfactory practical solution and 
they should also be of considerable value to the economic analyst. 

This suggests that there is an important area for the price economist 
which does not require that he go to the tremendous work required in the 
construction of a system of costs based upon a group of related continuous 
functions, Indeed, such an approach may be closer to the facts that actually 
brought about a particular price decision or price change than would an 
elaborate process which interpolates its way across gaps in the basic cost 
data. The filling of the gaps themselves may not be a valid operation since 
the conditions represented by the minimum point may not in reality exist. 
The discrete nature of the jump from one size plant to the next larger, or 
possibly a consideration of the physical limitations imposed by the geog- 
raphy of the market, may be the governing elements rather than theoretical 
considerations of maxima, minima, inflection points, etc. 

Another advantage which might be gained in using actual case data (even 
though it is considered inadequate by the theorist who requires a complete 
system of continuous. functions) lies in the fact that business men have a 
perception of which factors are likely to be strategic in particular cost-price 
problems, The study of actual essential cases, therefore, may assist the 
analyst in keeping these critical factors clearly in focus in arriving at his 
conclusions. 

It is not suggested that this sort of inductive, perhaps almost a case by 
case, approach is any substitute for that employed in Cost Behavior and 
Price Policy. Rather it would supplement it, and it might make the further 
work of the Committee on Price Determination easier as well as more useful. 
Certainly it has the distinct practical advantages of opening the way to 
an additional amount of data which might not lend themselves to use in the 
more elaborate “cost-function” approach. It also may make it possible for 
theorists to undertake studies which would otherwise entail a prohibitive 
amount of work. The present book provides tools that are more refined than 
many price analyses will have to use to secure practical results. Napierian 
logarithms are not needed to multiply two by two. The unfortunate entre- 
preneur, buffeted on a turbulent and changing sea of competition, faces many 
problems. This book is like a manual for “navigating by instruments’’ refined 
by the statistician and theorist to meet and overcome complicated obstacles. 
With its help he can theoretically be a master of intricate problems of busi- 
hess navigation. His first difficulty, however, would be to construct his craft 
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with quarters to accommodate a goodly crew of technicians and research 
workers. He might then arrive at the point of considering whether the cost- 
volume function applied to research expenditures had not produced a curve 
so steep as to cause the ship itself to founder, 

In Cost Behavior and Price Policy, the theorist finds a preliminary effort 
to fit together into a more or less complete system the findings of the all 
too infrequent and fragmentary analyses in a field of prime economic im- 
portance. The student of prices can find the work helpful even if he uses 
the study to assist him in applying the proper tools to certain elements in 
his particular price problem which his judgment tells him are of primary 
importance, and to guide him in the intelligent disregarding of elements 
which can be ignored without seriously affecting his results. 

H. B. ArtHur 

Swift and Company 

Chicago 


Interest and Usury. By BERNARD W. Dempsey, S.J. Introduction by Joserx 
A. ScouMPETER. (Washington: Am. Counc. on Public Affairs. 1943. Pp. 
x, 233. Cloth, $3.50; paper, $3.00.) 

Modern thought, in more than one sector, resembles Aristotelian scholasti- 
cism. Professor Whittaker views certain developments in modern physics as a 
return or at least a tendency of returning to the true Aristotelian outlook.’ 
Lord Keynes was actually accused of Scholasticism. Since Wicksell, all 
eminent theorists of interest, doubtlessly without intent, were engaged in 
establishing new bonds between the world of the economist and that of the 
followers of the Philosophia Perennis. 

Robbins and others have been in search of the purely economic element, 
the formal object of economics. Traveling with them, we must discard spatial, 
temporal, technical, groupist, ethical and other elements. Perhaps we shall 
end up on this road with the strictly measurable value. We would be pro- 
tected by such method from the confusion of material and formal object, an 
error committed by Professor von Mises and corrected by Professor Lange. 
We must recognize that, dependent on the characteristics of noneconomic 
elements, various sets of strictly measurable value can emerge. Thus, we 
do not need markets in the contemporary sense as a necessary condition of 
rational economic disposition; other institutions might perform this function. 

The effect of noneconomic on purely economic elements certainly has been 
recognized in some fields. The introduction of space into the economic 
universe gave rise to theories of international trade, that of physical and 
psychological elements, to theories of economy of size, and there are others. 

When the term “ethics” is mentioned, many economists get reluctant; yet 
it would seem that there is here only another noneconomic element, let us 
say orderable values, the relationship of which to strictly measurable value 
requires explanation. The point is sensitive, but no longer so touchy that 
it must be avoided. 


*In an article appearing in Nature, January 9, 1943. 
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Father Dempsey, a scholar competent in the field of economics as well as 
scholastic philosophy, entered the twilight zone between ethics and economics 
by way of comparing interest theories of selected Scholastics with those of 
the eminent moderns in this field. 

The first part (chaps. II-IV), of Interest and Usury, covering Wicksell, 
von Mises, Fisher, Schumpeter, Hayek, Keynes, is written in the language 
of the economist and will require much patience on the part of the reader 
whose main work is in other fields. Chapters VI-VIII cover the Schoolmen 
selected—Molina, Lessius, and De Lugo. 

The criteria of selecting the men in these two groups for purposes of com- 
parison can hardly be objected to. The moderns are beyond doubt the most 
influential figures in the field of interest theory in this and the last generation. 
The particular Schoolmen were chosen because they considered themselves 
absolutely at one with the medieval way of thinking and yet worked on 
economic and financial problems which were becoming modern in their con- 
notations (p. 117). 

Chapters [IX and X compare the two bodies of general principles by formu- 
lating propositions which, in some sense, would be admitted by all the modern 
writers considered, and by seeking to discover what would be the attitude of 
the medieval writers on the same propositions (p. 191). These propositions 
will be quoted here in full. They are in such excellent form that they will 
undoubtedly be of great help to those seeking precise information on the 
tenets of modern interest theory. 


Proposition I. Money interest, apart from that on consumption loans, rests upon an 
underlying relationship of productive factors, such as yield a net value surplus, a profit. 
Proposition II. The rate of interest would be zero in an economy in which all saved 


resources were employed in maintaining productive capacity without improvements in its 
technical efficiency; that is, in an economy in which both the motive and the opportunity 
for alternative methods of the application of resources are absent. 

Proposition III. Rates of interest represent the common market estimate of the ad- 
vantage of present control of resources for various lengths of time, and produce a balance 
between the superiority in income yield of the marginal unit of saved resources and the 
marginal unit of resources not saved (in so far as the opportunity for superior employ- 
ment is open to both borrower and lender). 

Proposition IV. The source of interest is the margin between value and costs made 
possible by control of resources in the hands of those able to combine them in more 
efficient ways; for this, time is a condicio sine qua non. But processes longer in time are 
not necessarily the more economic. 

Proposition V. Loans of funds which involve an antecedent sacrifice to the lender, other 
things being equal, produce a different price complex and disposition of resources from 
those which do not so impose a sacrifice; that is, loans made from funds which have 
been income affect the price complex differently from those which, not having been income, 
can involve no antecedent sacrifice. 

Proposition VI. Money loans made out of funds which have never been income and 

h therefore involve no antecedent emergent loss, impose a consequent loss on persons 
other than the lender from which their economic validity is derived. 

Proposition VII. There is, therefore, a valid and useful—though as yet imperfectly de- 
scribed—distinction between natural interest, in the determination of which changes in 
the volume and value of money, broadly understood, are not active, independent variables, 
and money interest in which changes in the volume and value of money are active inde- 
pendent variables, 
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Proposition VIII. Loans contracted out of funds notably larger in volume prevailing 
when there was formed an equable price complex with reference to which the loans were 
made, may produce a price complex such that a large proportion of loans, either new or 
previously outstanding, cannot be paid. 


Father Dempsey concludes that in general the moderns and medievals will 
agree on these propositions (pp. 192-202). The last of these, discussed in 
greater detail than the others, leads him to generalize the Scholastic notion 
of usury, applied primarily to persons, to usury applied to a process, or 
institutional usury (p. 212). This generalization is suggested by the fact that 
in the modern world the commercial banks, employing fractional reserves, 
as well as central banks, can “create” funds—that is, can make loans which 
were not parts of previous incomes (p. 210). Such procedure is looked upon 
as potentially usurious on the part of the institution. Father Dempsey states 
that the Scholastics of the seventeenth century, like Professor Fisher, viewing 
this monetary and credit problem, would readily favor a 100 per cent reserve 
plan, thus abolishing fractional reserves and excluding commercial banks as 
“creators” or “destroyers” of funds. 

Such 2 generalization amounts to identification of the set of economic 
values resulting from the economic dispositions of just men with the simul- 
taneous values of general equilibrium. The just prices, including interest, 
would then be the same as the equilibrium prices. A very enticing proposition, 
indeed, and furthermore, one that has precedent in the identification of normal 
price with just price. 

The reviewer would have liked to have this proposition examined, especially 
since he has grave doubts about it. 

The strict principle of equivalence presupposes, of course, that prices are 
data to both contracting parties. No matter what the origin of these prices, 
whether they are arrived at competitively or in some other way, the persistent 
application of the principle of equivalence must result in the most rational 
disposition of all known economic resources, The reason for this is that the 
principle of equivalence is a consequence of the simultaneous maximization of 
ret revenues on the part of the entrepeneurs, as well as the striving for the 
most preferred consumption combinations on the part of the consumers, with 
prices beyond the direct influence of any buyer or seller. So far, Scholastics 
are general equilibrium theorists, and so far, the just price is the general 
equilibrium price. “Institutional justice’—the term being intended to be 
analogous to Father Dempsey’s “institutional usury” (p. 212)—would be 
the note of an economic configuration in which the two maxima mentioned 
before would be achieved universally and simultaneously. It is easily seen 
that there is no room in this solution for time; it is, in modern terminology, 
instantaneous, or as the moralists put it, the passage of time does not confer 
any title at all. 

In such an order where all commodities are perfect substitutes for each 
other, there are no surpluses at all. Where this is not the case, there would 
be only one type of surplus—rent. The Scholastics also came to this con- 
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clusion by declaring that the census, i.e., recurrent annual payments con- 
nected with land use, were non-usurious. 

But what of the extrinsic titles and interest? There is no room for them 
whatsoever in the above system. All contractual payments on loans beyond 
the principal would have to be declared usurious, As a warning it should 
perhaps be stated that we are not free to postulate the existence of an 
independent agent of production, called capital, whose net product would be 
the value covered by the extrinsic title. The reason why we are not free to 
assume such existence is that the existence of this agent depends on the exist- 
ence of a surplus. 

Father Dempsey’s Proposition I, in perfect agreement with modern teach- 
ing, violates the principle of equivalence. Those Scholastics who are con- 
sidered in Jmterest and Usury also speak of gain, which is interpreted by 
Father Dempsey to mean surplus. Are they then also violating the equivalence 
principle? It will be recalled that such suspicion was voiced in their own days, 
and it seems now to gain support from our reflections. 

In his Proposition II Father Dempsey states that in a stationary state, 
which is clearly an instantaneous solution, there can be no interest at all. In 
the closed communistic state, Professor Schumpeter finds surpluses, if there 
be any change in the economic disposition by the governing authority, in the 
form of profit or reward for leadership, but discovers no interest, i.¢., a con- 
tinuous flow of surpluses other than rent.? What are the reasons for the 
existence of such surpluses, which might be looked on as the new values 
covered by the extrinsic titles? 

Professor Schumpeter gives*® two reasons: First, instantaneous imputation 
cannot take place because the old values of the means of production are so 
strongly anchored in the consciousness of the economic leader that he cannot 
yet perceive their dependence on the new values of the product. We should 
remind ourselves that if this leader acted rationally, or could act rationally, 
imputation would be instantaneous. The old values of the means of production 
would no longer have any meaning whatsoever, and there could not be even 
a temporary surplus, There would be gain in welfare but no profit. 

The second reason given for the existence of profit in such a communistic 
state is that leadership is an agent of production and must therefore have a 
corresponding marginal product. But this would not be a value surplus. We 
conclude that there can be surpluses in such a communistic state only 
if the leader acts irrationally. For the stationary state as well as for the 
rationally conducted communistic state we must, therefore, assert that the 
cost or equivalence principle excludes not only usury but also interest and 
profit. 

What is the situation in an order which recognizes private property and 
is not stationary? It is clear that there will be surpluses other than rents. This 
is so because private property precludes an instantaneous solution, since dif- 


*Theory of Economic Development (German ed.), p. 225. 


*Ibid., p. 222. 
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ferent individua! dispositions could not all be directed necessarily toward the 
same point of time. Thus, even under conditions of free competition—to be 
distinguished from perfect competition or simultaneity—costs and prices 
cannot be equal unless the surpluses are added to other costs. There is an 
inevitable source of nonrent surpluses, when seen from the social point of 
‘view, in a dynamic society having the institution of private property for 
reasons analogous to the irrationality of the communistic leader. The prin- 
ciple of equivalence does not hold for the system as a whole. Temporary 
surpluses, out of which interest—a nondisappearing revenue—will grow, 
owe their existence to elements preventing a fully rational social disposition 
of all economic resources. The equivalence principle can never apply to 
society as a whole, if the institution of private property is natural. 

For the single individual, however, with all economic values given and 
beyond his control, this is not true, Here, if there is rationality in disposition, 
the equivalence principle can and must apply for the reason that he can 
coérdinate his disposition in time, or better, that his equilibrium is instan- 
taneous. 

In keeping with these considerations, it would seem that we would hold 
to the procedure of the Schoolmen, limiting the equivalence principle to 
persons. Father Dempsey suggests the generalization to institutional usury. 
Accepting this generalization, we would have to hold that all economic insti- 
tutions would have to follow the equivalence principle. We saw, however, that 
if they did there could never be any interest. Furthermore, since the institution 
of private property is natural, we saw that there always must be surpluses— 
in other words, that the application of the principle of equivalence is never 
possible institutionally. Ad impossibile nemo tenetur. 

Surpluses, profit, and interest under certain circumstances are inevitable. 
Innovations can never pay the full equivalence, whether there is bank credit 
or not. The problem then is one of distributive justice, but not one of com- 
mutative justice on the institutional level. It is conceivable that this implies 
minimizing surpluses, as Keynes maintains, or finding conditions for optimum 
values. But this might very well require the use of credit from commercial 
banks with reserves less than 100 per cent and dispositions undertaken by 
civil authority in matters of money and credit beyond a mere definition of an 
objective monetary standard, At any rate, this reviewer cannot accept Father 
Dempsey’s tenet (p. 212) that fractional reserves and central banking would 
in all probability have had no appeal to the Schoolmen, being subject to 
the suspicion of institutional usury. 

Inflation or deflation of a kind is simply inevitable if the institution of 
private property is natural. Reflecting on this sentence, it occurred to the 
reviewer that he knew of no currency that had not lost purchasing power 
in the course of time, and finally disappeared. This is in keeping with our 
conclusions, and it seems impossible to square it with the suggested notion 
of institutional usury. 

Professor Schumpeter, introducing Jnterest and Usury, calls it an important 
contribution to the history of economic thought. The concurring reviewer 
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wants to add the expression of the hope that Father Dempsey’s work will help 
to break the ice which for more than a century has separated two fraternities 
of learning. 
JosEPH SOLTERER 
Georgetown University 


A Dimensional National Economy. By Davip Atxrns. (San Francisco: Author, 
1055 Green St. Westminster: King and Staples. 1942. Pp. xiv, 228. 17s. 
6d.) 

In this book, Mr. Atkins has attempted to construct a new system of eco- 
nomic thought and to propose corresponding changes in economic organization 
and policy. These proposals require rather drastic revision of many cherished 
economic doctrines. Exchange value, for example, must be replaced by the 


view of value as “effective human effort,” a definition, which according to the 
author, permits increases in value to be measured directly rather than in- 
versely as in the case of value as ordinarily defined. This advantage is con- 


sidered important particularly since it avoids the paradox of less value with 
increasing abundance. The concept of “economic dimensions” which pre- 


as “effective human effort” provides the foundation of the analysis. The 
economic dimensions, we are told, consist of time, area, population, and 
“occupancy-value.” The latter concept, defined as land area multiplied by 
population is especially significant because it forms the anchor of the proposed 
monetary system. 

The explanation of economics in terms of dimensions is a prelude to the 
author’s program to rid free societies of the curse of unemployment and un- 
necessary poverty. Our monetary system, particularly the gold standard, is 
to be replaced by a new type where money is measured in terms of occupancy- 
value. Banks will be permitted to continue, for Mr. Atkins has no quarrel 
with them, but their operations will be limited by a system of proportional 
reserves set in terms of units of occupancy-value. These units will be subject 
to correction with shifts of population. What the author calls “credit cur- 
rency” can be created by banks in exchange for liens upon “non-dimensional” 
wealth such as equipment and improvements on land. 

Mr. Atkins paints with a broad stroke and leaves many important questions 
unanswered. One might wish a more detailed explanation than is provided 
of the operation of this rather novel monetary system. How this system would 
regulate human affairs as to insure full employment of resources automati- 
cally is not explained. Perhaps more consideration will be given these points 
in the two works on money the author plans to publish. Until a more careful 
analysis is provided, it is doubtful whether the author’s novel suggestions 
constitute an important contribution to economic thought. 


Eart 


University of California 
Berkeley 


sumably gives the book its title, together with the notion of economic value 


148 THE AMERICAN ECONOMIC REVIEW [MARCH 


The Growth of American Thought. By MerLe Curti. (New York: Harper, any 
1943. Pp xx, 848. Trade ed., $5.00; student ed., $3.75.) 


Those who have been interested in teaching the history of economic thought 
in the United States in the way that Veblen taught the history of economic 
thought in Europe at first had difficulty in getting material to put in the 
hands of the students. This difficulty has gradually been reduced. 

First, there was the collection of Veblen’s own writings in the book, The 
Place of Science in Modern Civilization. This gives Veblen’s analysis of the 
philosophical backgrounds of the Physiocratic and Classical doctrines, the 
Marxian writings, the writings of John Bates Clark, etc. 

Next came Vernon L. Parrington, Main Currents in American Thought. 
As first published, this was in three volumes but now it is available in a 
cheaper one-volume edition. Parrington is, of course, writing a history of 
general literature explained in Veblensian terms. It is particularly good in 
giving the European background of colonial thinking. 

Now we have Curti’s The Growth of American Thought. Curti is an his- 
torian. He gives in a moderate-sized volume an excellent treatment of the 
background of American economic writing. Among the topics treated are the 
Enlightenment, the Advance of Science, Evolution, Transcendentalism, Edu- 
cation, and Religious Movements. He has a bibliographical note of 60 pages 
which will be very helpful. A good feature of the bibliographical note is the 
notice of forthcoming books. 

With the above frame of reference, it was probably difficult to bring in 
the economists. But the economists will be disappointed at the treatment. For 
example, the following who seem to many economists to be significant are 
not mentioned at all: Amasa Walker, H. J. Davenport, C. F. Dunbar, H. C. 
Adams, A. T. Hadley, J. W. Jenks, E. R. A. Seligman, David Kinley, R. F. 
Hoxie, and A. L. Perry. Daniel Raymond has only one paragraph. Francis 
A. Walker is represented only by a quotation at the head of a chapter. John 
Bates Clark is represented by his earlier book of more or less popular articles, 
The Philosophy of Wealth. Nothing is said of his later Distribution of Wealth, 
which was so influential in setting the theoretical pattern of economic writing 
in the United States. J. Laurence Laughlin appears only as the wicked deleter 
of portions of J. S. Mill’s Political Economy, with no mention of his work 
for sound money and banking reform. Presumably we should be thankful for 
the good things in the book and not stress too much the omissions. 

James D. 
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New York University 


Die Lehre von der Wirtschaft. By WiLuELtM RGpxE. 2nd ed. (Erlenbach- 
Zurich: Rentsch. 1943. Pp. viii, 203. Fr. 6.) 


This small book represents a type of introduction to economics which is dow 
completely lacking in English literature. The author says in the Preface narr. 
that it was his intention to write the book which he wanted to have when pret 
he was a student. Indeed any student confronted with economics for the 
first time is fortunate if Répke’s book gets into his hands. It contains hardly 
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anything of the technical apparatus of economics (cost and revenue curves, 
supply and demand curves, etc.) with which American textbooks on the 
introductory level are overloaded and which all too often frighten the student 
away from economics. Instead, the book concentrates on presenting the main 
problems which economists try to solve, giving enough of the solution to 
arouse the reader’s curiosity. Hints are thrown in now and then showing the 
relation of economics to other fields of study. Whenever the argument war- 
rants it, conclusions are drawn for economic policy. The book is written in a 
lively style filled with striking and cogent illustrations. This, together with 
the broad background of history and sociology which is everywhere apparent, 
makes not only a readable book, but one which also admirably fulfills its 
purpose. It stimulates the student’s interest in economics and at the same time 
provides basic information on economic problems and their solutions which 
every educated person should possess, 
F. A. Lutz 
Institute for Advanced Study 
Princeton, N.J. 


Economic History 


English Social History: A Survey of Six Centuries. By G. M. TREVELYAN. 
(New York: Longmans Green. 1942. Pp. xii, 628. $4.50.) 


As a canny craftsman George Macaulay Trevelyan does not attempt to 
define social history. For “social” is among the most unruly of words and 
history rides against any wind that blows. He teases with “the history of 
a people with the politics left out.” But, if politics were extracted from 
the orthodox tome, there would be little left; and a bit of it must be put 
in to make even a broad account of a culture stand up. So he lists the 
kinds of strands which make up the unbroken fabric of national life and 
in a quick retreat gets at once to his task. Others may trumpet and 
theorize “the new history”; the Regius Professor at Cambridge does no 
more than practice it. 

History—whether of politics, industry, the mind or in general—is in- 
tended, I take it, to be useful. As stuff for idle curiosity, a reminder of 
other ages and ways, a genetic groping toward the reasons for things, a 
bringing of the dimension of time to the here and now, it lends its aid to 
understanding. The current scene holds all the ages; the stream of causal 
events, unfixed by positive dates, “flows on like an underground river’; 
a culture in all its confused contrariness is adamant to the keen tools 
of logical analysis. It can be explained only in terms of how it was shaped 
that way. The historian, with a shrewd eye for telling items, must put 
down nothing which does not have meaning. Yet he must not arrest his 
narrative to say what his chosen events signify. He must become arn inter- 
preter without ceasing to be a story teller. 

This mosaic quality in a people’s culture is a fact that can not be 
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escaped. Trevelyan is too honest to attempt to keep it out and too good 
a craftsman to allow it mastery. Impose a design if you must; yet reality 
exhibits far more color and drama than a sharply-etched pattern can ever 
catch up. Every facet of a nation’s culture must be brought into play; 
every entry must carry far beyond the fact it records. The identity of 
an act, event, habit may be lost, yet its influence is not spent. In the 
alliteration of an index, as exciting as any book ever possessed, you can 
glimpse the range of phenomena which are Trevelyan’s raw materials. There 
is Anselm, the African company, and agnosticism—John Ball and James 
M. Barrie—bicycles, bishops and birth-control—-beards and Blackstone 
and the battle of Blenheim—Jeremy Bentham, beggars, and William Blake 
—Cambridge, playing cards and capitalism—the Corn Laws and congrega- 
tional singing—the cross-bow, the village commons and the common law 
—fairies and the Fabian society—free trade and the French Revolution— 
golf, gin drinking and Nell Gwynne—Thomas Hardy and Thomas Hobbes 
—George Meredith and methodism—monks, money-lenders and monopolies 
—Napoleon and Cardinal Newman—newspapers and Sir Isaac Newton— 
Florence Nightingale and the non-conformists—Thomas Paine, Samuel 
Pepys and Piers the Plowman—photography and the Philistines and the 
Puritan Fathers—the plague, the postal-system and the prayer-book— 
Ricardo, roads and riots—Robin Hood and the Rochdale movement—the 
Christian saints and the Salvation Army—skepticism and sanitation— 
sculpture, scurvy and social security—silk, snuff and the slave trade—Law- 
rence Sterne and old Bishop Stubbs—tapestry and the Taff Vale decision— 
tea and Alfred Tennyson—the theatre and the tithe system—totalitarianism 
and the Tower of London—trade unionism and Trafalgar—usury and the 
utilitarians—William Wallace and Graham Wallas—wigs, witches and David 
Wilkins—the wool trade and William Wordsworth—the yeoman and the 
travels of Arthur Young—and, to depart the alphabet, the noble poete and 
great clerke Vyrgyle and the olde and auncient englysshe liberties. The pa- 
geant, of which this is a fair sample, indicates the rich texture of the weave. 
All such items, however, are only stuff to the historian’s art. The ones just 
selected carry meaning to the moderately informed person, such as the reviewer 
or his reader. But each must be made to reveal a larger significance even to a 
person unacquainted with the name, event, or usage. Each detail must be care- 
fully placed and sharply pointed. The language must be concrete, the sig- 
nificance general. Here it is easier to display, than to describe, the Trevelyan 
touch . . . Printing became a battering-ram to bring castles crashing to the 
ground . . . Cardinal Wolsey, Archbishop of Canterbury, Bishop of Durham, 
Abbot of St. Albans, drew his revenues, neglected his offices, maintained the 
station in life to which God had appointed him . . . The Christian prince, in 
his religious faith, was dutiful in the roasting of heretics . . . As against the 
practice of Rome the new religion was of the Book, the sermon, the psalm 
. .. The enclosure movement was an expression of the radicalism of the rich 
. .. Until the Eighteenth Century the roads followed clay and hard soils . . . 
Between 1710 and 1795 the weight of the average sheep which came to 
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Smithfield market was doubled . . . Reform was halted by England’s angry 
fright at the French revolution . . . The masterless men, who were victims of 
social change, were blessed with liberty of contract . . . The farm hands were 
given the franchise after the agrarian interest had passed into decline . . . 
The Eighteenth Century shaped its very language in the likenes of its rigid 
social structure . . . Men had to meet the modern world with heads full of 
medieval notions; and in entries such as the above we discover the stress and 
strain of the transition which is history. 

But, if Trevelyan endows an item with meaning, he never leaves it in isola- 
tion. Over the centuries countless human beings respond to diverse motives— 
and the social fabric, always weaving yet never woven, is the emergent by- 
product .. . As the fox replaced the deer, the hunt ceased to be a quest for 
food and became the sport of gentlemen. Its immediate resuit was a plague of 
game keepers, spring guns and man-traps. Its more lasting incidence was a 
harsh rule against trespass on land from which only lately has American law 
freed itself .. . As the ale of Merrie England gave way to gin and whiskey, 
the change was recorded in morals, the police records and a higher death rate 

.. A system in which real property passes to the next of kin, carries to the 
estate the ways of the dynasty, lists marriage among the most valuable of 
goods, and even endows murder with an instrumental value . . . The strength 
of mercantile England derived in no small part from the openness of its rigid 
classes. Younger sons of noble families went into trade; men enriched by 
commerce came into the squirearchy; and lawyers and merchants had social 
traffic with soldiers and country gentlemen. In so mixed a society even a 
theatre manager, settled down as a leading citizen of his native town, could 
have his bust in the chancery. 

As act joins act, or is multiplied, a trend is made; and out of the merging of 
trends the future is forever born. The events in Trevelyan’s account, not only 
illumine the contemporary scene, but, weighted with the past, they drive 
toward ends which the actors never intended . . . Today, in form at least, 
the English social order—in Monarchy, Peerage, Commons in: Parliament, 
the church hierarchy—is impressed with the mortmain of medieval caste .. . 
As late as Elizabeth horses were still being bred to carry a knight in armor; 
it took time and a struggle for the thoroughbred to escape the ghost of 
chivalry .. . The dissolution of the monasteries, like a war gone wrong, was 
muffed. Henry the VIII, as a follower of Erasmus, was a sincere anticlerical. 
But he allowed the properties to be put to no better use than to invest a 
new gentry. The event could have been made to ring down the centuries had 
the wealth been converted into a magnificent endowment for education . . . 
In a moment of superb sanity the Scots traded in their parliament for full 
rights in the rising British empire. The cost was low; for, whereas, like all 
who had experienced the disciple of the kirk, they took government by debate 
solemnly, as good Calvinists their hearts were far more in the General Assem- 
bly than in the civil legislature. As a result Scotland, which had been a land 
of poverty, began to prosper, to send its sons abroad and to assert mastery over 
the larger realm. The moral is clear; a state comes up in the world by the 
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surrender of a sovereignty which it lacks an economy to support. . . . Thus 
events are linked into strands and unlike strands are gathered into a moving 
social life too rich for easy pattern. 

As items come into their orderly places Trevelyan is reasonably objective, 
He respects the output of painstaking research; yet he does not conceal his 
own scheme of values. The book now and then exhibits that confusion of the 
insular with the universal with which even the best of English scholarship is 
tainted. He speaks of the English “race”; makes John Milton’s Comus the high 
mark of British culture; finds in England “a beautiful equilibrium between 
men and nature”; sports cricket as “the best game in the world to watch”; 
laments that never again can humanity produce giants like Burke, Gibbon, 
Samuel Johnson. A historian should be aware that every country, every age, 
has its own distinctive idiom in the moulding of great men. The Eighteenth 
Century could never have produced a historian like Carl Becker or George 
Macaulay Trevelyan. And America could not more have produced F. H. 
Bradley or F. W. Maitland than England could have shaped William James, 
Thorstein Veblen or Mr. Justice Cardozo. Among unlikes there may be dis- 
tinction but there is no greatest. But he can smile—a historian is never per- 
mitted to laugh out loud—at the disposition of his fellow countrymen to make 
honorary Englishmen of the Greeks and Romans. And he can record, with even 
the bite of irony, the waste, cruelty and sheer inhumanity which his record 
reveals. Above all his interest is captured by the march of mind which com- 
mutes the dormant qualities of men into human capacities for attainment and 
enjoyment. And, although I wish he had linked the rise of the Royal Society 
with the Industrial Revolution, I rejoice at his recognition of the progress of 
the intellectual arts. It is education which stirs his enthusiasm, and to it he 
returns again and again as cause to the wealth of the nation. 

And the objective is further compromised in the framework of the book. The 
course of events happens in space; it goes roaring down time. It would take at 
least a four dimensional medium to “set things down as they happened”’; and 
the historian can command only a single indeterminate line of print. Accord- 
ingly periods are “retrospective conceptions of past events”; and in their em- 
ployment there is no escape from an art-form. Trevelyan substitutes for a 
verity which no man can capture a series of rather dynamic pictures. They 
present English society in the ages, among others, of Chaucer, Shakespeare, 
Daniel Defoe, Cobbett, and Queen Victoria—one wonders how the good queen 
made the grade. It is all convenient, if you will; arbitrary, if you must. In 
social history there is nothing to compel it; the people would never have called 
their periods by such names; and an American like Conyers Read or an 
Englishman like Arnold Toynbee would have handled it differently. It is social 
history and excellent social history at that. But it is Trevelyan as well. 

But, if it is social, is it scientific history? I for one do not know—or care; 
and I suspect that this judgment goes for the author. The man who selects, 
arranges, interprets the annals of men can not himself remain inert. If he keeps 
faith with his “facts,” he must also respect his perspective and his purpose. If 
lack of accuracy is a venial sin, lack of significance is a mortal one. By what- 
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ever guile and device, incidents must be made to tell a story which far 
transcends them; fragments must reveal the moving society which throws 
them off. As we emerge from our slavery to Science, history again wins its 
independence. If, as here, the fullness of six centuries must be displayed in as 
many hundred pages, the workman’s touch must be impressionistic. The “new 
history’—isn’t it a necessary variation on an old theme?—must harness the 
precisions of a craft to the objectives of an art. It is not enough that every 
detail be verifiable; the picture as a whole must not tell a lie. If in this era of 
change, such a synthesis has not yet been realized, this study of Trevelyan’s is 
among the pioneer ventures which point the way. When it is attained, history 
in the recreation of the past will become the instrument for the discovery of 
the present. 
WALTON HAMILTON 
The Yale Law School 


French Mercantilism, 1683-1700 By CHARLES Woo.LsEy CoLe, (New York: 
Columbia Univ. Press. 1943. Pp. 354. $4.25.) 


The author modestly calls this book a sequel to his two volumes, Colbert 
and a Century of French Mercantilism, published by the same press in 1939. 
It has, however, the full stature of a third volume, although his researches in 
France were cut short by the present war. Students of mercantilism and 
economic historians have read the first two volumes, and should have 
read this one by the time this review appears. The careful handling of French 
source materials and wide study of the standard works of French scholars 
which characterized the first two volumes is maintained in the third. 

It is only possible to suggest, in a review, the quality and quantity of 
thorough investigation and weighing of evidence which is embodied in the 
first four chapters of this study. The subjects which were analyzed in the 
earlier work naturally reappear, and the story of French mercantilist regu- 
lation of commerce, companies, the navy, shipping, and industrial develop- 
ment is carried forward to the turn of the century after the death of Colbert. 
One general impression arises from the reading of these chapters, in which 
a great amount of detail is marshalled into an orderly story, and that is that 
Colbert’s policies lived on after him with extraordinary persistence. The 
pattern of commercial and industrial regulation and the chief objects of 
policy retained the shape impressed upon them by the vigor of the great 
minister who had first formulated them; although his successors, being lesser 
men both in sheer force of industry and diligence and in quality of mind, could 
hardly maintain the level of administrative efficiency which their predecessor 
had established. The outlines of the whole subject are made clear by judicious 
summaries appearing at the close of the sections which deal with particular 
topics; and general conclusions are set forth with admirable brevity at the end 
oi each chapter. 

The wealth of detail—which is at times, it must be admitted, a little over- 
powering—is fully justified by the fact that this book and the two preceding 
volumes give the student the best account in English of French commercial 
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policy and practice during the last half of the seventeenth century. Some 
parts of the first four chapters should be pointed out because of their 
special value to the economic historian. 

In the first chapter, there is an excellent analysis of the French tarifis, 
supplemented by an appendix (Appendix A, Tariff Changes, 1684-1700) 
which gives a careful picture of this important aspect of commercial policy, 
supplying figures which are of great interest, In the same chapter there is 
an illuminating account of the affairs of French East India Company year 
by year throughout the period, which affords some extremely interesting 
contrasts with the Dutch and English companies, especially with regard to 
the degree of state regulation imposed on the business of a great trading 
company. 

The description of industrial regulation given in the third chapter js 
enriched by the reports of the officials who were administering it, and by 
statistical tables—admittedly incomplete because of insufficient data—which 
are well organized to supply a concrete account of prices and of amounts of 
state aid. The difficulties of enforcing the regulation of industry, and e- 
pecially the problems of adjusting the conflicts of interest over the importa- 
tion of calicoes, are fully treated with excellent handling of all significant 
details. 

The famine which occurred in France, 1692-1694, and the efforts of the 
government to meet the crisis are dealt with in the fourth chapter. This 
discussion leads naturally to the treatment of policies toward poor relief and 
agriculture. The mercantilist state in both France and England assumed 
some responsibility for the welfare of its citizens—though public aid was 
certainly meagre by any modern standard—and the concern of officials with 
the distress of the peopie is given due consideration. Agricultural policy is 
given its proper place in the pattern of mercantilist regulation and promotion. 

These scattered references can only serve to suggest the wealth of informa- 
tion which will undoubtedly receive in future the sincere, but often unac- 
knowledged tribute of furnishing the content of many lectures in appropriate 
university courses! 

The rest of the book is devoted to the discussion of ideas, interpreted in 
the light of the actual conditions in which they arose. Professor Cole in 
chapter 5 sets himself the difficult task of assessing the growth of viewpoints 
which were opposed to the prevailing mercantilist doctrines of the time. Two 
distinguished dissenters, Vauban and Boisguilbert, are given extended treat- 
ment. In addition, French manuscript sources and standard published works 
have been thoroughly explored, and the various viewpoints of less famous men 
are surveyed, particularly the memoires of the deputies to the Council of 
Commerce created in 1700. 

As the author suggests, criticism of mercantilist policies by the writers of 
the time falls roughly into two classes, First, there are the men who believe 
in the chief tenets of the creed, but criticize particular applications of it to 
the national economy. They quarrel about the level of import duties, or the 
granting of monopolies, or the methods and objects of taxation. Second, there 
are the more thoroughgoing heretics who doubt the very foundations of the 
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faith—Boisguilbert is one of these agnostics—and they frequently foreshadow 
the laissez-faire doctrines of a century that was still to come. Professor Cole 
compares Boisguilbert to Barbon and North in England, but it seems ques- 
tionable whether he achieved as much independence of viewpoint as did his 
English contemporaries. 

This chapter admirably presents the mercantilist climate of opinion, at the 
same time that it reveals the dissension which in the end was to lead to a 
different set of doctrines and policies. The chapter closes with an acute 
analysis of some of the reasons which might explain the growth of dissent; 
and the shrewd suggestion is made that, perhaps when administration was 
tightened up in France, conflicts of interest provoked protest against the 
extensive pattern of regulation which had been imposed upon the French 
national economy. 

It is only in the last chapter that some objection might be made to the 
author’s attitude of scholarly detachment. “Speculations and Hypotheses” is 
a title which should give some freedom for the expression of opinions which 
had been properly withheld in earlier chapters concerned with narrative, 
description, and analysis. What is presented, however, is a series of possible 
interpretations of the phenomenon of mercantilism: an explanation in terms 
of money; an hypothesis based on growth and expansion as a factor; and 
finally a series of shorter discussions dealing successively with investment 
of capital abroad, nationalism, war, technology, class interests, and the adap- 
tation of economic theory to changing economic conditions. 

Having weighed these various viewpoints, Professor Cole says at the end 
of his final chapter: “It seems likely that there is no single key, no one 
interpretation, for a process of change so complex that it is tangled with the 
warp and weft of more than four centuries of human history. Indeed, it 
seems probable that each of the explanations has some degree of validity. 
Taken together, in some undetermined proportion, they might well give a 
certain insight into and understanding of the problem under discussion” 
(p. 286). This is a conclusion which hardly concludes. 

It must be instantly admitted, however, that Professor Cole is well within 
his rights when he refrains from formulating a philosophy of history which 
would serve to unravel this long and complex process of change. Any student 
realizes as he reviews the divergent opinions of the writers of the period, and 
investigates the social and economic scene in which they lived, that there 
is still much work to be done before a satisfactory judgment as to the essential 
nature of mercantilism can be formulated. Particularly there is need to un- 
cover the real authors of policy. Was it the king, or his great ministers like 
Colbert and his successors, or the bourgeois merchant community in France, 
or some determinable combination of the three which laid down the main 
lines of state action? And if the identity of these policy makers can be dis- 
covered, what conditions of economic development exerted the most powerful 
influence upon their action? Although the subject bristles with difficulties, 
we need to learn something about what might be called the pressure politics 
of mercantilism. 

One thing at least appears clearly from the detailed picture that is given 
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us in this study: the national government took charge of the national 
economy and was ready to regiment capital, labor and trade in the interest 
of the state. Although criticisms and questions were voiced quite frequently, 
and often from high quarters (Vauban might be cited as one influential 
objector on details of policy), the community as a whole consented to such 
a course of action. Divine right may have had much to do with the support 
the state received; but general opinion clearly reinforced authority a large 
part of the time. In these times, when national and even international plan- 
ning are constantly the subjects of discussion, the study of political economy 
as practiced by mercantilist nations is not a mere exercise of scholarship. 

We must all be deeply indebted to Professor Cole for this work of enlighten- 
ed and careful scholarship, supplying shrewd and illuminating analysis as well 
as a full account of the conditions and policies of the time and lines of general 
interpretation from which the reader is allowed to choose whatever hypothesis 
his opinions lead him to elect. 

Puitip W. Buck 
Stanford University 


Studies in the History of the English Feudal Barony. By SIDNEY PAINTER. 
Stud. in hist. and pol. sci. ser. LXI, No. 3. (Baltimore: Johns Hopkins 
Press. 1943. Pp. 211. $2.00.) 

Mr. Painter has written a stimulating book. As he explains in his Preface, 
he has turned aside from research on the reign of King John to explore the 
Angevin and Plantagenet baronage, The result is just what its title indicates 
—not a history, but studies for a history yet to be written. The central theme 
is the methods by which the barons sought to satisfy their “desire for pres- 
tige in this world or the next” (p. 13). Aside from an introduction and 
conclusion, the book is a survey of these methods: two chapters on the 
barons’ obligations to the crown, four on their resources and income. The 
survey is avowedly incomplete, and the conclusions tentative. The reader, 
however much he may disagree at some points, is left with the wish that the 
volume were longer, so that more of its provocative suggestions might be 
elaborated. Of how many studies in medievalism can the same be said? 

Mr. Painter is far from an economic determinist. He deals with a period 
in which economic factors were interwoven with social, political, and military, 
perhaps more inextricably than in any other historical epoch, and which is 
therefore understandable only as a complex whole. While he is by no means 
unique in his awareness of this truism, he is unusually successful in applying 
it to his subject. His approach is not that of any one type of historian, but a 
synthesis of many. The synthesis gives his Studies their particular distinction. 

His approach is implicit from the beginning in his interpretation of terms. 
When he sets out to consider baronial revenue, he makes it clear that “the 
satisfaction received by the baron from holding a rare franchise was just as 
much a part of his revenue as the actual profits which came from its exercise. 
I am interested in how the barons used their fiefs to satisfy their desires” 
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(p. 19). The same standard is applied to baronial resources, which are so 
defined as to include those which furthered a baron’s prestige as well as those 
which provided his wealth. His position was not—and therefore cannot be— 
evaluated only in money and kind; it was affected by the number of his 
vassals, by whether he had a gibbet in his castle yard, by whether his political 
influence was sufficient to induce the king to remit his debts. “A baron’s 
political and economic positions were completely interdependent” (pp. 189- 
90). Behind them both was that fundamental of power politics, the knights 
at his disposal. 

Mr. Painter’s discussion of this military factor is one of the best examples 
of his power of integration. The changing political background as royal 
emphasis shifted from the defense of England to wars in France, the increas- 
ingly bad economy of the feudal host, the consequent growth of scutage into 
a force which undermined the feudal structure—these various threads are 
woven into a clear and persuasive argument, 

The argument leads to a conclusion which challenges the traditional view. 
According to the latter, the Hundred Years’ War was the climax in the 
process of change from the lords and vassals of the twelfth century to the 
nobles and liveried retainers of the fifteenth. Mr. Painter argues, however, that 
baronial military resources had ceased to be feudal by the beginning of the 
thirteenth century, because they were no longer derived from vassals serving 
in return for their fiefs; the vassals paid cash with which soldiers were hired, 
so that “tenure by knight service became in reality tenure by scutage” 
(p. 196). As the price level rose, these tenurial payments decreased in 
relative importance, until by 1350 the barons were living very largely from 
their demesne manors. The change from a feudal to a cash nexus, which 
had begun to appear by the reign of Henry II, was virtually accomplished by 
the reign of Edward III. “There were still barons and baronies, but I cannot 
call them feudal” (p. 197). 

This thesis is hard to accept, less because of what it covers than of what it 
omits. The evidence adduced is impressive, and may well modify the tra- 
ditional view of the change in tenurial relations. But the thesis rests on a 
definition of feudalism which, in contrast to the author’s usual use of terms, 
is dangerously narrow. The danger is illustrated by two concluding generaliza- 
tions: that by 1350 “the personal relationship between lord and vassal dis- 
appeared,” and “the barons’ relations to their vassals were almost entirely 
financial” (pp, 196, 197). These statements are at best highly misleading. 
At whatever date the lord became a landlord and the vassal a tenant, the 
relationship between them did not become almost entirely financial. Far from 
it. One of the salient characteristics of later English society was the per- 
sistence of a personal relationship between landlord and tenant. As late as the 
seventeenth century, long after feudal forms had lost their original meaning, 
much of the feudal spirit survived in this relationship. Whether or not it 
should be called feudal at any particular period, it was the most enduring 
element in the feudalism from which it derived. It may be excluded from 
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discussion, since an author is free to bound his own subject, but its existence 
cannot be denied. 

The detailed shortcomings of the book are balanced by its virtues. The 
general reader will occasionally be puzzled by phrases such as “tenure-in- 
chief de corone” and “tenure in capite de honore,” particularly since there is 
in most places a scrupulous definition of terms. He may notice several mis. 
prints, and even a quotation from Magna Carta which is abbreviated at the 
cost of clarity and grammar (p. 147); he may object to obsolete spellings such 
as “Teukesbury,” and to a wholly uninformative index. But he should be 
grateful for the clear structure and frequent summaries which assist him 
along the path of argument. 

The economic historian may regret that the chapter on manorial resources 
has no information on the profits of manorial courts and heriots, or on the 
comparative value of free and servile tenements, but in general he will find 
far more to value than to regret. The constitutional historian may criticize 
the arbitrary omission of the ecclesiastical baronage, and the condensing of 
such an important subject as the growth of primogeniture into a single 
paragraph, Yet he too will find ample compensation, particularly in the dis- 
cussion of scutage, of withername, and of that old and thorny problem, the 
distinction between the tenurial and parliamentary baronage. 

To the social historian, above all, this book will be welcome. He may dis- 
agree with the author’s narrow concept of feudalism. But he will recognize, 
within the limits which this sets, a breadth of view which is that of social 
history at its best, and a rare gift for dealing with a class as a collection of 
human beings. The barons’ individual eccentricities are perforce ignored, but 
never their humanity. They are alive, unlike the automata of many similar 
studies. They are also intelligible, for the very reason that their motives are 
not arranged more systematically than human motives will bear. 

Mr. Painter has made a preliminary survey of a subject as yet insufficiently 
explored, in the hope of tempting more students into the study of baronial 
history. The lucidity and challenge of his presentation should provide the 
necessary bait. If he has tempted himself, in the process, into writing a his- 
tory of the baronage during this period, we may look forward to a work 


which will be a classic in its field. 
W. B. WILLcox 


The University of Michigan 


National Economies 


Economie et Finances de la France: Passé et Avenir. By RoBert WOLF?. 
(New York: Brentano. 1943. Pp. 320.) 

Robert Wolff has covered a wide field in his book on the past and future of 
France. He discusses political, economic, psychological, and demographic 
tendencies over a period of more than 25 years. Inevitably, he is forced to 
rely on generalizations and summary statistics with an occasional specific 
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reference to tax legislation, working hours, the education of the bureaucracy, 
the devaluation of the franc, and other matters he considers important. The 
first two hundred and fifty pages are devoted to the past; the last sixty 
pages to the future. 

In this latter section he discusses economic and financial reconstruction 
and proposes reforms in the fields of population, education, production, social 
legislation, taxation, public finance, and monetary policy. In conclusion he 
asserts that the psychological and physical bases for a real recovery exist 
in the country and can be revitalized by a determined people with a real sense 
of its opportunities. 

The book is, in essence, a plea for a change in the trends which have 
dominated France in the last few decades, He does not admit the necessity 
for continued decline but stresses rather the French failure to seize oppor- 
tunities. The picture he paints, while discouraging, is not hopeless. His plea 
is for a change in mental attitude, for a strengthening of will, for a reform of 
political aims, and for a revival of the concept of France as a large and 
growing nation. 

In describing various aspects of French life the author suggests that during 
this time France had not lost its vital sense of liberalism but had temporarily 
allowed control to pass out of the hands of the more dynamic leaders to 
those who were clinging in a defensive fashion to the false security of a 
strongly entrenched bureaucracy. He claims that even the emerging talent of 
the younger generation was stultified by the conventionalism of an inadequate 
education and that the resulting collaboration of technicians with limited 
horizons and an overwhelming desire to enhance personal security prevented 
adaptation to new conditions. 

To the extent that his picture is valid and reflects the moral and philo- 
sophical tendencies of the country, it serves to account for the sudden, and 
to many unexpected, collapse under the impact of German aggression of a 
country which had known greatness. The explanation gives the perspective 
of decades and the resulting picture while less dramatic is more realistic 
than are those which ignore the earlier origins of political and economic 
confusion. 

Mr. Wolff inevitably poses questions to which it is difficult to find answers. 
He makes a valiant effort to produce solutions and manages in spite of every- 
thing to avoid a defeatist attitude. In the second part of the book he describes 
the nature of the reconstruction which he considers possible, Before pro- 
ceeding to the measures which France itself can take, he sets forth some 
conditions which are essential if the French effort is to yield reasonable 
results. He assumes, for instance, that peace and security are guaranteed by 
the United States, Great Britain, France, and Russia. He also posits col- 
laborative effort which will facilitate the physical reconstruction of France. 
Implicit in all this is the general abandonment of economic and political 
isolationism and essential codperation in both economic and financial affairs. 


He also takes for granted the restoration of the French empire on a pre-war 
basis, 
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Granted these conditions, he calls for fundamental changes in French 
policy. These include a renewed determination to become again a great world 
power. He also calls for a political system which provides for continuity of 
policy and more definite responsibility. While much of his discussion jis 
elaborated with concrete detail, it takes on at times an almost mystical quality. 
In his discussion of political factors, Mr. Wolff lays stress on the dangers 
that have resulted from the weakness of the president, frequent changes of 
ministry, and the almost frivolous manner in which parliamentary action has 
been reversed in times of need for continuity and national unity. He refers 
to the thirty-three changes in “Presidents of the Council” in twenty-two 
years, 

He includes in these political reforms a change in the departmental struc- 
ture of the country. He says that the 89 departements have no meaning, 
whereas the 25 or 30 provinces would make more significant divisions and 
would enhance the unity of the nation. In specifying desirable reforms he 
indicates a belief that the experiences through which France has passed have 
eliminated the dangers of communism as a serious element in French political 
life. He suggests that the experiences with controls and dictatorial measures 
of the nazis will result in a strong trend toward a liberal economics with the 
desire for collaboration with other democratic nations. 

Problems of population are placed high in order of importance. Granting 
that the French population will be terribly weakened at the end of the war and 
that it had already been reduced by earlier wars, he says that it is still 
possible to develop a policy to bring the numbers up to approximately 50 
millions. In view of the fact that France has been able to assimilate the 
second generation of immigrants, the goal of creating a stronger nation could 
he thinks be attained by the adoption by the state of four policies designed 
(1) to increase the birth rate, (2) to ease naturalization, (3) to increase the 
effectiveness of the labor of existing population, and (4) to initiate com- 
parable policies in the colonies. It is not possible for the reader to appraise 
his argument at this time because insufficient information is available about 
mortality, prisoners of war, and the immigration and emigration which have 
taken place during the war. At first sight his ideas appear somewhat sanguine, 
though not completely impossible of attainment. 

There is a somewhat new slant in Mr. Wolff’s attitude toward education. 
He is emphatic in his belief that the preparation of the youth for the difficult 
tasks which lay ahead of them has been inadequate and thinks that much can 
be done in the future by offering a broader education through scholarships 
and foreign travel as weil as through reforms in the national educational 
system itself, He believes that measures can be taken to prevent the monopoly 
of opportunity on the part of bureaucrats and the larger corporations so as 
to give more chance to rising talent. : 

Artificial restrictions in production and barriers to the free interchange 0! 
goods have, he says, unduly restricted French capacity. He differs from some 
recent writers in that he does not stress the emergency period during which 
many think rigid controls are necessary but prefers to emphasize the time 
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when a freer type of economic life is possible. In this connection he recom- 
mends the abolition of the French Office of Wheat and the Office of Wine. 
In the interests of a more natural competitive situation, he believes that such 
action, if combined with a liberal economic commercial policy, can be con- 
structive. 

He also discusses many of the problems of social legislation, adding a 
caution against excessive liberality in unemployment insurance, as he urges 
the preservation of some of the more valid privileges gained by the workers, 
such as paid vacations. Although he recognizes the need for extra pay for 
longer hours he does not favor policies which restrict the volume of produc- 
tion. 

In reviewing some of the more important aspects of the financial situation 
of France and its future policy, he indicates that France will count heavily 
on replacement of looted goods from Germany, that it will be important 
for the nation to draw on the United States during the reconstruction period 
to the tune of several billion dollars and that a customs union with Great 
Britain is urgently to be desired. After considering these prospects and the 
size of the public debt, he makes a number of assumptions with regard to the 
future value of the franc on the exchanges. Assuming the public debt to 
be approximately one hundred billion French francs and the rate of interest 
on the debt to be 4 per cent on the average, he recommends that the franc 
be tied to the dollar on the basis of a gold exchange standard in a ratio of 
approximately 80 francs to the dollar. 

A constructive series of recommendations such as those made by Mr, Wolff 
in this book can be very useful in focusing attention on specific programs and 
policies. While his general conclusions are somewhat more optimistic than 
those of some other observers, it is probably too soon to judge whether France 
will have the vitality and the resources for a sound recovery. This book is 
limited in that he fails to discuss some of the more troublesome problems, 
for instance, the future leadership of business men who may have been 
tainted with collaborationist ideas, the lack of any discussion of the problem 
of cartels, and the failure to face some of the more critical problems with 
regard to the French empire. Has he considered, for instance, the possibility 
that the French empire is not a source of enrichment for continental France? 
One might comment that his remarks about the future of the major political 
parties and his hopes of a liberal economic system are somewhat utopian. 
In any case his observations are illuminating and his suggestions deserve 
careful consideration. 

ELEANOR LANSING DULLES 

Washington, D.C. 


Economic Systems; Post-War Planning 


Reflections on the Revolution of Our Time. By Harotp J. Lasxr (New York: 
Viking Press. 1943. Pp. ix, 419. $3.50. 


Nobody qualifies better for the task of restating the creed and program 


al 
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of modern radicalism than does Professor Laski. This is what he has done in 
the eight chapters of this book, the headings of which will usefully comple- 
ment the suggestion of its title: The Spirit of the Age; The Russian Revolu- 
tion; The Meaning of Fascism; The Democracies at Bay; The Internal Con- 
ditions of Democracy; The International Aspect; The Threat of Counter- 
revolution; Freedom in a Planned Democracy. As everyone would expect, 
the argument moves on a high level and makes excellent reading. 

The diagnostic picture of the social situation which we face is painted on 
a familiar background supplied by the theory of the Mature Economy. When 
this theory is taken for granted, it follows with the utmost ease that capitalist 
institutions, deprived of the impetus of incessant expansion which used to 
make them function, have now become bars to economic progress and are 
henceforth bound to produce political as well as economic deadlock—situa- 
tions which, essentially untenable in themselves, drive people mad with fear 
and frustration and in which the one hope for humanity to avoid chaotic 
violence is held out by the civilization of Soviet Communism. 

Professor Laski is not a Stalinist. Unlike other exponents of the same 
creed, he does not attempt to defend what, from his own system of values, 
he feels to be indefensible both in the foreign and in the domestic policy of 
the Stalinist era. He even speaks of the “Byzantine tradition of Czarism” 
carried on by the Soviet dictatorship in Stalin’s hands (p. 89). The “saints and 
heroes” whose work holds out the promise are Lenin and Trotsky. But stric- 
ture, even where most severe, remains tempered by understanding sympathy 
that gives full weight to the compelling nature of given conditions, and in 
any case the ideal emerges unsinged from the Stalinist inferno. The upshot of 
Professor Laski’s argument is a plea for embracing this ideal now. Though 
no doubt in a democratic way, decision on fundamental reconstruction should 
be taken before the end of hostilities. “Totalitarian war compels men to live 
on the heights; as they stand upon that eminence they can see vistas which 
become obscure once more when as the challenge is overcome, they descend 
again into the valley” (p. 418). 

Evidently, Professor Laski has no confidence in what people will decide 
to do when they are once more in their normal frame of mind. The inertness 
of fatigue or the violence of despair seem to him to be the alternatives that 
are left unless his advice be taken. It should be added that within his scheme 
of things the “liquidation of imperialism” is an essential complement of the 
liquidation of capitalism. Needless to say, English political society in general 
and Mr. Churchill in particular do not come off well in either respect. 

A faith is a faith. Its exposition—and the coérdination of its often dis- 
cordant elements—is a distinct task and a service to friends and foes alike. 
Particularly when it is so well performed as it has been in this case, the 
reviewer ought perhaps to confine himself to recording the fact and leave the 
rest to those friends and foes. Unfortunately, however, our professions of 
faith, unlike those of other ages, always consist in pari of assertions about 
observable facts. They are essentially centaurs. And the analytic halves of 
them do call for comment here. 


a. 
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The theory of the Mature Economy is clearly an ideology in the Marxist 
sense; that is to say, it is a doctrine that conforms to, and reflects, the group 
interest of the modern intellectual. This does not necessarily mean that it is 
wrong—ideologies may reflect objective fact as well as wishes. But it does 
mean that it is being repeated by one writer after another exactly as the 
\thanasian creed was repeated by the men of another age and not because 
of such analytic merits as it may have. Since—barring ethical preferences— 
Professor Laski does not offer any other reason why the destruction of the 
capitalist order should be a matter of such urgency, his structure might 
possibly have gained in strength by the addition of a few flying buttresses of 
an economic nature, 

His sociology is not so easy to convey as is his economics. He does not keep 
strictly to the principles of Marxist orthodoxy, but it is not clear what he 
means to substitute for them. In the matters of imperialism and of fascism, 
this lack of firm foundations is particularly noticeable. 

The Russian case certainly does not lend support to any theory that links 
imperialism to capitalist interests as the prime mover. For Lenin’s and Trot- 
sky’s teaching and policy prove nothing since under their régime Russia was 
in no position to indulge any imperialist urges. And as regards what was to 
follow, it is sufficient to point to Russia’s Chinese policy. If this bears a non- 
imperialist construction, then practically any policy will, since, as the histories 
of Roman and of English imperialism show, there are always particular cir- 
cumstances available that may be appealed to in order to motivate—without 
obvious absurdity—any individual step in a nation’s career of conquest. But 
if the Russian attitude toward China as well as toward other border states 
be accepted as genuinely imperialist, this would suggest that imperialism might 
have noncapitalist or indeed noneconomic roots and that it might survive in a 
socialist world. 

In his analysis of fascism, Professor Laski meritoriously, if somewhat half- 
he eartedly, indicates distrust in the last-card theory which enjoys the support 

fficie ial socialist opinion but which besides being wrong, completely bars 
the way to a realistic sociology of the phenomenon. Both in the German and 
in the Italian cases the position of the industria! bourgeoisie was, at the time 
of the rise of the fascist régimes to power, by no means so desperate as to 
call for the playing of any last cards. In Germany, in particular, things had 
been steadily moving toward a conservative régime ever since 1928 and the 
world crisis itself, though it swelled the numbers of the communist party, 
vorked in the same direction. 

in fact, Professor Laski perfectly realizes two essential truths: first, that 
the German and Italian bourgeoisies submitted to a mass movement that was 

t from congenial to them as classes; and second, that much can be explained 
in terms of the foreign experience of both nations. A third truth it would 
not, perhaps, be fair to expect him to realize: the strong similarities in vital 

that exist between fascism and bolshevism, similarities that stand out 
better the more we take into account the differences in the objective condi- 
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the respective countries. Things were possible in Russia (though not 
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without producing starvation in the midst of practically unlimited facilities 
for agrarian production) that would have spelled chaos in Germany or Italy. 
All these clues, however, do not yield explanation, and Professor Laski’s 
analysis, though among the best that have been offered, does not provide us 
with one. Socialism as it were, we see lying ahead on a trend line which we 
think we can understand. Fascism, whatever else it may be, is for the analyst 
as yet a riddle. 

Professor Laski is at his best when discussing the difficulties that are bound 
to arise for the democratic form of government whenever opinions on funda- 
mental issues are hopelessly divided. Nevertheless he hopes for “‘readjustment 
by consent,” to be brought about by “great leadership.” He warns us of 
“immature adventurism” yet brings up, for derogatory comment, a pretty com- 
plete list of all the groups from which mature guidance could possibly come. 
Many readers will emerge from a perusal of this mosaic of arguments and 
counterarguments with a not unnatural “So what?” And others will draw 
the inference that there is after all a lot to be said for the method of “muddling 
through” considered as a practical device. Still others, and the reviewer 
is among them, will behold with melancholy sympathy this battle of ideals 
and party slogans against unwillingly perceived hard facts that rages through- 
out the last two hundred pages of the book. 

JoserpH A. SCHUMPETER 


Harvard University 


The Conditions of Peace. By EpwArp HALLETT Carr. (New York: Macmillan. 
1943. Pp. xxiv, 282. $2.50.) 

It is a pity that Professor Carr’s book did not appear in this country at 
the same time as it was published in England. The passage of time has some- 
what impaired the usefulness of his broad survey as a stimulus to contemporary 
thought. Nevertheless, since the problems with which it deals are still very 
far from solution, it remains a book which everyone concerned with the future 
of international relations will do well to study. 

It must, however, be said at once that the value of Professor Carr’s efiort 
lies more in the care with which it marshals problems than in the degree of 
penetration of its analysis of the causes which have produced our present 
discontents or in the novelty of its proposals for their removal. Almost exactly 
half of the book expounds issues and analyzes their origin; while a large part 
of the second half of the book consists of a call for imagination and leadership 
in facing and overcoming these issues. In between, there is sandwiched an 
outline of policy, written particularly for Britain but applicable to other 
countries. But after the stimulating exposé in the first part of the book and 
the rousing call with which it ends, the sandwich filling appears somewhat 
stale, flat and unprofitable. 

There is nothing small about Professor Carr’s appraisal of the issues now 
facing the world. He rightly begins by emphasizing that the present war is 
an episode in a revolutionary convulsion in the history of the world, and 
more particularly the history of modern Europe; and he rightly rejects the 
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attitude of mind, so prevalent in the last war, which regarded a return to 
normality as the highest hope. He therefore rightly asks that serious think- 
ing be directed toward the positive objective of a “new order” as well as 
toward the negative objective of defeating those who stand in the way of any 
progress of mankind. 

There are many points in Professor Carr’s formulation of this thesis—that 
contemporary problems are part of a general revolution—with which the 
present reviewer and other readers would wish to take issue. In particular 
there remains, even in this book written in 1942, rather too much of the 
lumping together, so common in the years before the war, of communism, 
fascism and all other unorthodox régimes without any attempt at any careful 
differentiation of their quality and cause. It may be argued, however, that 
such a differentiation was not the author’s task. What is a little more disturb- 
ing at this point is the somewhat undiscriminating method of quotation. 
(See, for example, that from a very dubious American author on page 33.) It 
is necessary that the reader should be very sympathetic and should seek the 
main emphasis of the thesis; otherwise, he might easily be so much disturbed 
by some examples of the uncertainty of Professor Carr’s touch as to be di- 
verted in these early pages from pursuing the problem to the end. 

Professor Carr’s principal thesis in regard to the conditions which will 
determine whether a new democracy is to be born is that equality and liberty 
must be reinterpreted in predominantly economic terms; that political rights 
must be made effective over economic power; and that there must be a moral 
re-birth which would give each member of the community a sense of common 
obligation as well as of common benefit. With none of these three prerequisites 
would any serious-minded student of affairs wish to quarrel; nor would he 
wish to dissent very much from Professor Carr’s method of applying to the 
international field the factors of crisis which he has developed on the national 
scale. Even if his chapter on the crisis of self-determination is not perhaps 
as searching as one might wish, particularly since it leaves out completely 
any analysis of the economic basis of states, the exposure of the errors com- 
mitted at the end of the last war in the name of the principle of self- 
determination of peoples is useful as a basis upon which to construct for the 
present a more realistic approach to the problems of nationalities and fron- 
tiers. 

Perhaps the least satisfactory chapter of the analytical part of this book 
is that dealing with the economic crisis, Here one finds a disappointing jumble 
of platitudes in terms of a contradiction between welfare and wealth which 
leaves one uncertain as to what it is that Professor Carr really believes to be 
the fundamental dilemma in the economic structure of present-day society. 
Professor Carr’s statement at one point: “We are once more thinking, like the 
schoolmen, in terms of ‘just price,’ not of price determined by the ‘economic,’ 
amoral laws of the market” makes it rather tempting to suspect a predilection 


lor social credit theories; while at another point we find social credit explicitly 
rejected, 

The final chapter of the expository part of the book deals with the moral 
crisis. There is not much new in this. Professor Carr, as so many before him, 
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is oppressed with the dilemma of preserving liberty while marshaling the 
enthusiasm and faith of all the members of the commmunity toward a 
common effort. He points, as others have done, to the irony of war as the one 
cause which manages to achieve a subordination of the individual to the 
common purpose when that purpose itself is the preservation of individual 
liberty. But beyond calling for a moral solution, he does not indicate just 
exactly what that solution is to be. : 

When one turns to the positive portions of the book, disappointment is 
aroused by the author’s ideas both in the domestic field and in the inter- 
national field in so far as economic problems are concerned. Professor Carr’s 
proposals are little more than a somewhat uninspired washing list of prac- 
tically every well-meaning proposal that has ever been put forward in public, 
ranging from public works, direct support of minimum consumption needs and 
a judicious mixture of public and private enterprise to international planning 
commissions, international banks and the like. The best part is perhaps that 
which deals with British agriculture (particularly pages 154 and 155) in 
which Professor Carr’s anxiety to steer a middle course finds its most suitable 
application. The fact that it is now nearly two years since this book was first 
written is particularly noticeable in this part. It would have been useful had 
Professor Carr been able to include in his considerations some of the more 
recent developments in regard to international relief, international monetary 
management, revisions of commercial policy, etc., which have been very much 
the subject of official and public discussion during the last year or two. It may 
be that even so Professor Carr’s conclusions would not have been any more 
specific in view of the absence to this day of any clear indication of the policy 
of the major powers. However, his discussion might well have been made 
rather more substantial. 

Professor Carr is not an economist and he would no doubt wish his book 
to be judged primarily in relation to its proposals regarding the political 
aspects of international relations. It is indeed in regard to these that public 
discussion of his work has been most active. His opinions certainly deserve 
to be treated with careful attention since they are of considerable influence 
at the present time in moulding opinion, if not official policy, in Professor 
Carr’s own country. Certainly that most influential organ of British opinion, 
the London Times, has by all accounts been greatly influenced in recent years 
by Professor Carr’s views. 

Professor Carr very carefully steers a middle course between the many 
conflicting schools of thought which have been produced by the very per- 
plexing situation in which Great Britain finds herself in contemporary inter- 
national relations. He neither subscribes to the exclusively European school 
which would regard Britain’s fate as being wholly bound up with that of the 
European continent, nor does he align himself with those who—possibly 
frightened by the spectacle of Russian power or the possibility of a recrudes- 
cence of German power—would tie Britain’s fate wholly to that of the New 
World. His treatment of the part which the relationship of Britain to the 
Empire would play within the wider relationship of the British Commonwealth 


and | 
belie 
ploy: 

In 
proc 1 
the 1 
plant 
govel 
regul 


19 
~ 

ill 

eXI 

q 


1944] BOOK REVIEWS 167 


to the other great powers which will emerge after this war is not very satis- 
factory. It is, however, quite clear that Professor Carr believes that Britain’s 
dilemma of being both a European power and a world power can be turned 
into a factor of strength. “Her réle must be to serve as a bridge between the 
‘Western civilization’ of Europe and the same ‘Western civilization’ in its new 
homes in other continents” (p. 210). 

The precise method by which this is to be achieved is not very clearly 
stated. Neither strategic nor economic factors are brought into account to 
explain how this undoubtedly desirable part is to be played; and in the 
absence of such a precise statement Professor Carr’s objective must be re- 
carded as a pious hope. He leaves the reader a little too much with the 
impression that he is anxious to be all things to all men even though in regard 
to one or two matters he takes a very positive line. For example, he quite 
definitely rejects the Vansittart school of thought in regard to Germany; 
and he also refuses to be frightened by the Russian bogey. Perhaps the very 
refusal to take an extreme view, while at the same time failing to show how 
a more moderate and all-embracing policy can in fact be pursued, explains 
the influence of Professor Carr and of the school of thought which he repre- 
sents. 

There can be very little doubt that those who think about the manner in 
which British policy is to be fashioned are faced with grave problems. No 
wonder then that, faced with the uncertainties of the future, they are anxious 
not to be forced into a choice of policy before such a choice has become es- 
sential. No wonder also that they would prefer a situation in which no choice 
s necessary. To the extent that Professor Carr and those of his way of 
thinking may contribute toward the creation of an international relationship 
which is so far removed from the conflicts of the last one hundred years that 
it in fact eliminates the need for choosing, he will have rendered a valuable 
service. 

Editor's note—For reasons that appear adequate, this review is published anonymously. 
In Economic Program for a Living Democracy. By Irnvinc H. Fram. (New 

York: Liveright. 1942. Pp. xi, 342. $3.00.) 

[he author, a lawyer who has drawn up reorganization plans for corpora- 
tions, argues that most of the suggestions for improvement of our economy 
suffer from the fact that they are not complete and detailed proposals which 
can be studied by all those concerned, and adopted after specific compromises 
and amendments. He therefore submits a draft, in legislative form, which he 
believes embodies the basic essentials required for full production and em- 
ployment, with substantial justice to all. 

In drafting this proposal, Mr. Flamm has been impressed by the potential 
product capacity far above actual performance (the book was written before 
the war), the wastes of natural and human resources incident to lack of 
‘anning on a national scale, and the meager or often undesirable results of 
governmental regulation of private enterprise. He believes that where public 
regulation is necessary, ownership should go with it, but that where private 
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enterprise is desirable, it should be freed from all interference and even from 
taxes. 

The legislation recommended, therefore, would set up a mixed system of 
public and private enterprise. The government would acquire all land and 
natural resources, together with such buildings and improvements as the 
present owners wished to sell, and all productive enterprises which are essen- 
tially monopolistic or require regulation in the public interest. Payment would 
be made in 3 per cent bonds with a term of perhaps one hundred years. Income 
from these bonds would be taxable for their amortization—on the theory that 
it represents unearned increment—but no other income or personal property 
would be taxable. Governmental revenue would be derived mainly from its 
business operations or from land rentals. Home owners and farmers would be 
assured of tenure by payment of a moderate rent. States and other govern- 
mental subdivisions would receive the money necessary for their expenses 
from the federal government. 

This cross between the single tax and partial socialization would be further 
modified by the introduction of a planning system. A national planning board 
would draw up a quadrennial production plan after consultation with all the 
operating agencies. The board would have no powers of compulsion. The plan 
would be subject to ratification by Congress, and would be offered to a sort 
of referendum at presidential elections. At all times the board would be in- 
structed to supply the public what it wanted, whether or not the planners 
approved of the consumers’ choices. The government would be permitted, 
however, to attempt to educate the taste of consumers. Presumably the plan 
would be carried out in the public sector through the power of the chief 
executive, but the author does not make clear how it would be effectuated in 
the private sector. Perhaps the very weight and influence of the public plan- 
ning would be enough. Certainly the control of access to land, natural re- 
sources and the products of basic industries could become a very potent 
regulatory force under conditions of relative scarcity, though the author does 
not appear to have considered this possibility. 

It does not seem to the reviewer that detailed drafting of a scheme of this 
sort will bring it any nearer to acceptance than mere expression and elabora- 
tion of the ideas behind it have done in many previous publications. The 
prospective bondholders are not ready to sell their equities, and the other 
producers and consumers, though perhaps possessing the fundamental legal 
powers to force them to do so, do not at present have either the will or the 
political means to exercise these powers. If at some future time the economic 
order as a whole should be threatened with bankruptcy, it is possible that the 
lawyer with knowledge of reorganization procedures might be called in, though 
basic social changes usually do not proceed with such rational and legal 
smoothness. In default of such a crisis, any approach to planning for full 
production and employment will have to be made along avenues involving 4 


greater likelihood of consent on the part of those who actually wield power. 
GEORGE SOULE 


New York 
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The Transition from War to Peace Economy: Report of the Delegation on 
Economic Depressions. Part I. (Geneva: League of Nations. New York: 
Columbia Univ. Press, 1943. Pp. 118. $1.00.) 


This publication, dealing with “the transition problem,” is the first part 
of a report of a special delegation appointed by the Council of the League of 
Nations, in January, 1938, to consider measures that might be employed 
“for preventing or mitigating economic depressions.” The second part, to be 
issued later, will be directed to the longer term problem. 

The report opens with a statement of the objectives of post-war economic 
policy: the fullest possible use of all human and material resources; main- 
tenance of full employment; provision of goods and services to meet essential 
physiological needs of all classes; distribution of the risk to the individual 
resulting from interrupted or reduced earning power; equal educational oppor- 
tunities and liberty of the individual to choose his own occupation; progres- 
sive removal of barriers to the freedom of each country to share in world 
markets and world sources of supply; and courageous international measures 
of reconstruction and development. 

The body of the report is concerned with problems of transition both in 
countries which after the war will be in possession of adequate raw materials 
or of the means of obtaining them from abroad, and in countries needing 
food, raw materials and capital goods while lacking means of making pay- 
ments abroad. Emphasis is laid upon international action, and among the 
measures recommended are the following: (1) participation of all nations in 
a common relief and reconstruction program; (2) international understandings 
relative to changes in rations and in maximum prices for rationed goods in 
the early post-war period; (3) machinery for the purchase and international 
distribution of scarce materials, and joint control of tonnage; (4) relaxation 
of exchange controls, meshing of national price levels, adjustment of dis- 
equilibria in balances of payments, and rapid resumption of multilateral trade; 
(5) control of inflation through various national and international policies 
and devices; (6) international lending policies designed to place a minimum 
of strain on the borrower, to facilitate necessary capital expenditures, and to 
protect labor standards in borrowing countries; and (7) general adoption by 
all countries of commercial policies designed actively to promote multilateral 
trade—together with the establishment of an international body to help gov- 
ernments, through study, advice and mediation, to develop commercial poli- 
cies conducive to economic stability. 

This is a first-rate report—comprehensive, well organized and concise. The 
argument flows clearly and confidently. None the less, the net effect of the 
report is depressing. The problem of transition which lies just head is as 
important and as challenging (not to say “demanding’’) as any the world 
has ever faced. The need for common international action is imperative. The 
report diagnoses the difficulties and prescribes a program calling for swift and 
decisive moves along lines which cut boldly across national, political and 
personal interest and prejudices, Most people will agree with the larger 
ideological ends to be achieved, many will agree that “something ought to be 
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done,” and a considerable number may agree with specific parts of the 
program; but there will be very few among all of the persons whose active 
support and participation must be gained who will be willing to agree upon 
and to enter fully and effectively into the program as a whole. 

It is painfully difficult, even in the patriotic atmosphere of wartime, to plan 
and carry out effectively the most limited and simple governmental programs 
within the narrow fields of, say, national finance, or national wage and price 
control, or rationing. Every move by the government in any one of these areas 
regularly encounters suspicion and fierce and vicious opposition at every 
stage. It requires little imagination to picture the force and character of 
the opposition which will inevitably be ranged against controls and programs 
which, to be effective, must be participated in by a large number of powerful 
national governments, and which will necessarily involve sacrifices and con- 
cessions in “sovereignty” as well as in immediate national economic interests. 

If experience is to be accepted as a guide, there is a pitifully small chance 
that the actual approach which the post-war world will make to the prob- 
lems of transition will reflect any large part of the considerations set forth 
in the report, or that any attack which eventuates will bear a recognizable 
working resemblance to the program which the report recommends. This is 
not in any sense, it seems to me, a reflection upon the purpose or the content 
of the report. The course to be followed certainly needs such charting as this 
report affords. And there is always hope, of course, that, as a result of this 
and other efforts, some of the shoals may be avoided and some of the ships 
may reach some of the ports. 

BEN W. LEwis 


Oberlin College 


Die Gesellschaftskrisis der Gegenwart. By WiLtHELM ROpKE. (Erlenbach- 
Zurich: Rentsch. Pp. 410.) 

It is difficult to do full justice to this book in the compass of a short 
review. W. Roépke, a scholar of international reputation who has made 
valuable contributions to economic theory, has embarked here on the 
daring enterprise of devising the model of a new economic and social order 
which he terms the “third way.” This name indicates his intention to 
propose a far-reaching reform of the structure of the capitalist system as 
an alternative to socialist tendencies. The program of “action” which is 
presented in the second part of the book is methodically and carefully pre- 
pared by an analysis of the ideological, social, and economic origins o! 
what Répke calls “the world-wide crisis of our times.” This analysis covers 
a large field extending over centuries of ideological and economic develop- 
ments; it bears witness to the author’s remarkable scholarship and his 
knowledge of a comprehensive literature; it shows an alert and sagacious 
critical mind, and it is interwoven with many acute and striking observa- 
tions. 

The general line of Répke’s approach to his problems is clear and con- 
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sistent. He starts from a discussion of the “two revolutions,” the political 
and economic, the origins of which can be traced back to the period of 
the Renaissance, which, however, were fully developed into their conse- 
quences in the eighteenth and nineteenth centuries. Ropke rejects the 
materialistic interpretation of history and considers ideas the true moving 
forces of historical developments. He criticizes the political revolution 
which took place in the eighteenth century on the ground that it resulted 
in destroying the “genuine structure of society” and thus prepared the 
way for a process of disintegration in the course of which society was 
transformed into an undifferentiated congeries of individuals. Mass civili- 
zation, he states, tends toward nihilism and collectivism. 

In Répke’s view the political revolution engendered its economic counter- 
parts, the introduction of the capitalistic methods of production and 
economic liberalism which assigned “sociological autonomy” to the free 
competitive market and ignored the question of how to limit and control 
competition, in order to prevent it from destroying the “social organism.” 
Particularly the cult of “bigness” or “megalolatry” is emphasized by 
Répke as an outstanding characteristic of present-day ideology. This 
cult is made responsible for the development of sociological phenomena 
such as nationalism, imperialism, socialism, monopoly capitalism and etatism 
(p. 99), and a logical connection is shown to exist between this cult and 
modern philosophical currents such as positivism, relativism, and determinism 
which, according to Répke, are indicative of the loss of moral values. 

In his analysis of the political problems of our times R6pke insists upon 
the close relationship between the political organization of a country and its 
economic order. He strongly attacks the idea cherished by many socialists 
that freedom of the individual is compatible with a collectivistic organization 
of production operated by the government. In an economy ruled by the 
principle of free competition, he states bluntly, the final judgment is carried 
out by the bailiff; in a socialist economy, however, by the executioner. 
Political autonomy as realized in a democracy, he argues, cannot exist except 
under a competitive order. A lengthy discussion is devoted to the refutation 
of the thesis that the transformation of the capitalist system into a socialist 
one is inevitable. 

[t is obvious that this analysis is primarily based on European experience, 
although American conditions are frequently mentioned. Just because of this 
approach, the reader is struck by the fact that neither the nazi philosophy, nor 
the revolutionary transformation of the political and economic structures of 
Germany, and, subsequently of almost the whole European continent, are 
given any consideration. It is to be remembered that the book was written 
in 1941, when the National Socialist régime was at the zenith of its power. 
Nevertheless, that régime and the present global war are treated like episodes 
in the history of ideological, social and economic developments, on the im- 
plicit assumption that, at the end of the war, conditions in Europe and else- 
where will return, after a short transition period, to approximately the same 
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state which existed before the totalitarian ideology and ruthless nationalistic 
imperialism swept over Europe and shattered the fundaments of the capital- 
istic, competitive order. 

The question may be raised whether Ropke’s analysis will still be appli- 
cable to the conditions of post-war Europe. It is equally doubtful whether the 
ideological and material developments which promoted the rise of the Na- 
tional Socialist philosophy and its amazing achievements can simply be ex- 
plained in terms of the political and economic revolutions which started in 
the eighteenth century. Moreover, it is obviously impossible to establish a di- 
rect causal relationship between the ideas of economic liberalism and rational- 
ism on the one hand and the bolshevist revolution and its consequences for 
Russian economic and political life on the other. Like many other authors 
in the field of the philosophy of history, Répke appears to have oversimplified 
his analysis and indulged in sweeping generalizations which, on closer exam- 
ination, do not tell the whole story. 

Another objection can be raised against his fundamentally voluntaristic 
philosophy. He appears to suggest that at the beginning of the revolutions 
the various peoples were perfectly free to limit technological progress, to 
prevent the introduction of mass production and to avoid all the other evils 
of modern social life which he so violently criticizes. This philosophy is, 
incidentally, somewhat inconsistent with Répke’s thesis that there exists a 
certain cyclical behavior in the development of social ideas, a thesis which 
encourages him to believe that the ideology which created the capitalist 
system is likely to be replaced by another more ready to endorse the principles 
of a well-organized society (p. 113). 

The well-organized society, the main features of which are outlined in 
Répke’s program of action, corresponds approximately to the political and 
economic system developed in Switzerland with its strong, independent and 
well educated peasantry, its stock of highly trained artisans and small mer- 
chants, its decentralized industry. This pattern is used for analyzing some 
important aspects of welfare policies, regulation of competition (including the 
fight against monopoly capitalism), and international organization of trade. 
The reviewer wonders where, outside of Switzerland and perhaps some Scan- 
dinavian countries, Répke expects to find the nations that are ready and in 
a position to adjust their economic life to his program. 

Kari PRIBRAM 


Washington, D.C. 


Economic Planning—Its Aims and Implications. By C. D. BALpwin. (Urbana: 
Univ. of Illinois Press. 1942. Pp. 188. $2.50.) 

This doctoral dissertation examines critically some of the implications of 
economic planning. In doing so, Mr. Baldwin synthesizes the major ideas on 
the subject under the following chapter headings: The Objectives of Economic 
Planning, The Place of a Pricing Mechanism, The Organization of Production, 
and Distribution of Income and Allocation of Labor. 

His “essential ingredients” of economic planning include positing an objec- 
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tive or purpose; the rational arrangement of economic resources so as to 
attain the objective; control over resources that are subject to the plan; and 
substitution of collective (state) control for private individual decisions over 
these resources. The implications of his definition are that collectivist or state 
economic planning involves (1) the abolition of private ownership in the 
means of production; and (2) the direction of the economy toward ends that 
may or may not be considered desirable by all. He demonstrates the the- 
oretical possibility of rational calculation in a planned economy. Restricting 
economic theory to “the quantitative analysis of the effects of a certain scale 
of values (ends) upon the means” (p. 65), his conclusion is that “economic 
theory as such offers no stumbling block to the attainment of a planned system, 
but that it is to the ethical and political implications of economic planning 
that attention should be directed” (p. 172). 
The many footnotes and the judicious handling of controversial material are 
evidence of Mr. Baldwin’s scholarship. Unfortunately much of this skill is 
wasted in an effort to cover the breadth of Economic Planning—Its Aims and 
Implications in 188 pages. What he has produced is a survey of the literature 
available in English. The manner of presentation is sometimes reminiscent of 
a debate book. Moreover, his precious discussion of the place of ethics in eco- 
nomics and his concern about “the possible incompatibility of planning and 
equalitarianism (sic) with cultural progress” (p. 55) seem somewhat incon- 
gruous in the face of a universal recognition of the need for planning—a 
recognition evident in the post-war proposals of the National Association of 
Manufacturers, the Committee for Economic Development, the National 
Resources Planning Board, and many labor and private research groups. His 
doubts about whether the economist “whose training has been so specialized 
that his competence to speak on sociological and political problems may be in 
question, can be trusted to broaden his perspective and to enlarge the scope of 
his research” (p. 36) does injustice to the many economists now on the staffs 
of government agencies and preparing programs for post-war reconstruction. 
Myron L. Hocu 
The City College 


Public Finance; Fiscal Policy; Taxation 


Taxing to Prevent Inflation: Techniques for Estimating Revenue Require- 
ments. By CARL SHOuUP, MILTON FRIEDMAN, and RutH P, Mack. (New 
York: Columbia Univ. Press. 1943. Pp. vii, 236. $2.75.) 


The highly competent piece of research which has resulted in this book 
was started in June, 1941. A preliminary report on the amount of taxation 
needed in June, 1942, to avert inflation was the first product of the research. 
The introduction of the present book states that practically everything that 
was contained in the report appears, in expanded form, in Parts I and II of 
the book. The book itself was completed by December, 1942, and it appeared 
in print in the summer of 1943. Obviously, the numerical estimates have lost 
their timeliness; this is inevitable in times of rapid change. Yet it should be 
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called to the reader’s attention that profitable use of the book requires ab- 
stracting from the specific numerical context and concentrating on the analyti- 
cal aspects of the study, The quantitative data of course continue to illustrate 
what the authors have to say about the nature of their problem and about 
the methods of analysis. 

The book should be studied carefully by economists interested in the infla- 
tion problem. Moreover, it contains much that car be made to apply to 
monetary problems in general and also to tax problems in general, with the 
appropriate mutatis mutandis clause. 

The study consists of four parts of which the first describes a technique 
originally developed by Milton Friedman and successively elaborated by the 
authors jointly. Inflation is here defined as suggested by Pigou, namely, as 
a rise in money earnings per unit of real input; and a distinction is made, 
also following Pigou’s suggestion, between such inflation as develops in conse- 
quence of concerted income-raising action on the part of the income recipients 
and such inflation as originates in a discrepancy between consumer incomes 
and the volume of goods and services. The latter type is termed atomistic 
inflation. The study is concerned with the latter type because taxation has 
little bearing on the former. The interaction between the two is not, however, 
disregarded. It is then shown with the aid of simplified models that the 
inflationary gap is an ex ante concept which always proves to be “eliminated” 
ex post (although it may become eliminated by a rise in prices). The first 
part of the study leads to a formula indicating the amount of taxation required 
to avert inflation, as a function of seven variables. The variables of course 
partly reflect psychological attitudes. 

The second part, of which Carl Shoup is the author, contains an excellent 
discussion of alternative methods of taxation. Several sections of this dis- 
cussion possess considerable interest per se, that is, even if their relation to 
the problem of war inflation were ignored. The main line of argument, 
however, is, naturally, focused on the effectiveness of alternative tax pro- 
grams in suppressing inflation tendencies. The author concludes that it 
seems most appropriate to combine a source-collected income tax with a 
retail sales tax. As between the retail sales tax and the source-collected 
income tax, the author favors the latter up to the point where a further 
increase would interfere seriously with the willingness to work, The concluding 
section of the analysis expressing this view is preceded not merely by the 
usual reference to the regressive character of sales taxation but by an 
elaborate comparison of the relative merits of income and sales taxes re- 
spectively. 

Before this conclusion is reached, the relative demerits of other types 0! 
taxation are discussed in some detail. The problem of personal excess-income 
taxes, directed at increments of income as compared to some base-year level, 
is subjected to analysis and it is argued that taxes of this kind would not 
merely raise substantial technical difficulties but that they also would have 
consequences generally regarded as unfair unless the law provided for 4 
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complicated system of exemptions. The ineffectiveness of corporate taxes 
in combatting inflation tendencies is pointed out briefly, and it is shown that 
among the various types of sales taxes the balance of considerations favors the 
retail sales tax. 

In Part III of the book, Milton Friedman gives a critical appraisal of 
“pioneering attempts” at predicting the onset of the inflationary movement. 
[he work of Professor Angell, that of the Iowa State College group (Profes- 
sors Hart, Allen, and collaborators) and that of Dr. Gilbert and Dr. Perlo 
(of the Office of Price Administration) are discussed. 

In Part IV, Ruth P. Mack describes a new technique for analyzing and 
anticipating changes in national income. The method consists of comparing 
what the author calls “consumer ready purchase money” with what she 
terms “goods ready for sale.” The latter includes only consumer goods. Invest- 
ment is conceived as being strongly influenced, although not as being uniquely 
determined, by the discrepancies existing between consumer ready purchase 
money and goods ready for sale. It is emphasized, however, that in a war 
economy the possible amount of real investment is determined by factors 
of a different character, and that discrepancies between consumer ready 
purchase money and goods ready for sale express themselves increasingly 
in price changes (rather than physical investment) as full employment 
is approached. 

Estimates of consumer ready purchase money and of goods ready for 
sale imply evaluating (1) the income “out of which” consumption spending 
takes place, (2) the amount of saving “out of income,” (3) the current 
output, (4) “planned” inventory changes. Considering that the income “‘out 
of which” consumption spending takes place, saving “out of income” and 
planned inventory changes are concepts of the period analysis, it is impossible 
to arrive at numerical estimates without making arbitrary assumptions as 
to the length of the psychologically significant time-lags and as to the rela- 
tionship between entrepreneural experience (i.e., ex post data) and inventory 
planning for definite periods. The author makes it clear that the assumptions 
from which she deduces her estimates are arbitrary in a large measure and 

t they could be replaced by alternative sets of assumptions. 

In matters like these one has a choice between two types of approach. 
The one is characterized by using “rough general data” from which admittedly 
vague estimates are deduced “that present largely personal judgments.” The 
other approach might be called one of quasi-precision. This approach is 
characterized by arbitrary but precise assumptions concerning phenomena 
about which we do not know much and by careful and elaborate treatment 
of a substantial amount of statistical material on the basis of these assump- 
tions. If this method is used, it is necessary to emphasize the arbitrariness of 
the assumptions and to call the reader’s attention to the vagueness of the 
results in spite of their apparent precision. Ruth Mack uses this method and 
she adds carefully all the qualifications a scientifically minded investigator 
should add. 
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In the preceding part of the study Milton Friedman observes somewhat 
critically that the Iowa State College group used the other method, that is, 
the method of building “personal judgments” on “rough general data.” In 
the reviewer’s opinion one makes a statement concerning one’s own sub- 
jective preferences rather than with respect to the outside world if one calls 
either of the two methods superior to the other. After all, it would be difficult 
to say what the appropriate method is of treating a nonhomogeneous universe 
as though it were homogeneous “with qualifications.” Much can be said in 
favor of basing personal judgments on rough general data where the pre- 
cision of the alternative method must be abandoned before the results are 
applied to reality. 

Each part of the book contains a valuable contribution. It would be 
easier for the reader to appraise the value of the book as a whole if the 
analysis were not built around the problem of the degree of taxation that 
would have been required in the summer of 1942 to prevent inflation at that 
time. Yet, in the present stage of historical development, certain features of 
a book on contemporary problems are bound to be untimely by the time the 
book is published. 

WILLIAM FELLNER 

University of California 

Berkeley 


Excess Profits Taxation, By KENNETH JAMES CURRAN. Introduction by 
A. G. BUEHLER. (Washington: Am. Counc, on Public Affairs. 1943. Pp. 
vii, 203. Cloth, $3.50; paper, $3.00.) 

This small volume represents a substantial contribution to the literature of 
the excess profits tax, a subject which up to this time has received scant 
treatment at the hands of the authorities. Why this particular levy has been so 
long neglected by students of taxation is not entirely clear, During World 
War I it was a major source of federal revenue, and there are indications 
that the yield during the present conflict will be even larger. Because of its 
potentialities as a revenue producer, the excess profits tax has been employed 
in many parts of the world during periods of national emergency, and there 
is at least a possibility that it may become a permanent element in the 
American tax structure. From the standpoint of both tax theory and tax 
history this particular levy is important, but Curran is the first tax student 
to evaluate properly its early American history and to lay a sound foundation 
for further research into its possibilities. 

The author has skillfully woven together a carefully documented analysis 
of the legislative and administrative history of the excess profits tax in the 
United States, with his core of emphasis on the period from 1917 to 1921. 
Beginning with the Munitions Manufacturers’ Tax of 1916, the levy from 
which the first federal excess profits tax sprang, he delineates the successive 
stages in the rise and decline of the excess profits tax of World War I, its 
reappearance in the guise of a pseudo-excess profits tax in 1933, and finally 
its restoration to the réle of a major wartime revenue producer in 1940. 
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The author has made no attempt to treat this most recent program for 
taxing the excess profits of business in an extended manner, nor has he 
undertaken a detailed analysis of the shifting and incidence of the tax. He is, 
however, well justified in delimiting his treatment of the subject, for it will 
be some little time before the history of this latest American venture into 
the field of excess profits taxation can be properly appraised, and it will 
most certainly be necessary for someone to undertake extensive research of 
an inductive character before many of the uncertainties which obscure the 
economic effects of this tax are clarified. 

Measured by the criterion of yield, the excess profits tax of World War I 
was highly successful, and there is no substantial evidence that it inflicted 
serious economic injury upon any group of taxpayers, in spite of the many 
annoyances which resulted from the defective character of the legislation 
and from poorly coérdinated attempts at enforcement. No doubt the evolution 
of other taxes, some of them now major components of the federal revenue 
system, will reveal difficulties in definition and practice quite as perplexing 
as many of those which limited the effectiveness of the first excess profits 
tax laws. The whole situation has been complicated by the fact that there 
has been little inclination on the part of business men to accept the excess 
profits tax on any other basis than as a purely emergency levy to be dis- 
carded as soon as the pressing need for additional public revenues has 
passed. Furthermore, as the author makes clear, there has been no substantial 
agreement among legislators and taxpayers as to what constitutes an ap- 
propriate measure of excess profits. 

It may well be said that if this levy becomes a fixture in the national tax 
system, excess profits will be variously measured according to whether the 
government has under consideration peacetime or wartime revenue needs, 
for there is abundant evidence that profits of a so-called normal period cannot 
be taxed fairly by the same standards as those which apply to periods of 
war, If these distinctions were given legal sanction it would contribute 
substantially to sound administration and economic justice, both of which were 
sadly lacking during the early history of the excess profits tax, but it would 
also introduce an element of long-range fiscal planning which has not been 
a conspicuous feature of federal finances up to this time. 

RALPH B. TOWER 
West Virginia University 


The Shifting and Incidence of Taxation. By Otto vON MERING. (Philadel- 
phia: Blakiston. Pp. xiii, 262. $3.25.) 

Since Pantaleoni’s Teoria della traslazione dei tributi, published in 1882, 
only rare attempts have been made, here and abroad, to treat shifting and 
incidence of taxation in a general and systematic way. E. R. A. Seligman’s well- 
known study, conspicuous by reason of its abundance of historical information, 
was too deficient in the theoretical analysis to outlast even one generation. 
The best minds in the field confined their attention to various aspects of the 
controversial questions or to shifting and incidence of individual taxes. Has 
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Professor von Mering, as his title may seem to imply, succeeded in offering 
the long waited for general and systematic view? Has he developed an orig- 
inal conception or, at least, blended the opinions of various schools of thought 
into a timely compromise? 

If we judge only from the pattern of presentation, a full synthesis may 
seem to have been achieved. It is fitting for a systematic treatment to start 
with methodological considerations. The first part promises nothing less 
than “the general theory of tax shifting.” The author proceeds step by step, 
beginning with such an oversimplification as Boehm-Bawerk’s exchange be- 
tween one seller and one buyer haggling about one indivisible good. In the 
following sections, other market conditions are introduced, with emphasis 
on pure monopoly and pure competition. In contrast to most recent writers 
in the field, the author shrinks from the application of the monopolistic com- 
petition approach. As he frankly admits, “the theory of monopolistic compe- 
tition, as expounded by Mr. Chamberlin, is not a very fruitful basis of investi- 
gation concerning tax shifting” (p. 76, note 1). Perhaps he would have 
revised his skeptical attitude if, before the completion of his work, he could 
have consulted John F. Due’s valuable monograph, The Theory of Incidence 
of Sales Taxation, reviewed in this journal in September 1942 (pp. 604-606). 
A large number of cases are carefully examined by Professor von Mering with 
the help of numerous charts. At least occasionally, marginal analysis is quali- 
fied by taking account of less abstract conditions. The numerous delicate 
economic miniatures, used for illustrative purposes, seem to me the greatest 
achievement of the author. They may be useful in training university students 
in the marginal approach. 

While the first part is the core of the study, the second part is designed to 
supplement and verify the “general theory.” It deals with less “typical” 
cases by examining the shifting of various kinds of taxes: on agriculture, real 
estate, trade, industry, labor, wealth, income and transactions. 

Generalization and systematization, however, are more apparent than real. 
It seems surprising that such a broad study has been completed without any 
attempt to define the concept of tax shifting. The author simply contends that 
no “unequivocal definition” can be offered and then finds consolation in the 
thought that a search for a definition “constitutes but a waste of time and 
energy” (p. 2). Consequently, the analysis is hampered at the outset in 
determining its field of examination, in classifying the various processes and 
in segregating incidence and economic effects of taxation. 

With regard to the first problem, however, the author submits a superficial 
suggestion: “The economic effects which follow from the moment of the 
impact of a tax until the ultimate incidence of that tax constitute the subject 
matter of the theory of tax shifting. The further effects, that is, those which 
may follow the placing of the ultimate burden of a tax on certain persons 
or groups are no part of the theory of tax sh fting” (p. 3). Apparently, the 
author believes that the difference between the two groups of processes can 
be simply stated in terms of time. By following him, however, we are led to 
strange conclusions. A new protective import duty may immediately curtail the 
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profit of the importer while the placing of the ultimate burden—for instance, 
its distribution between the various arrays of domestic consumers—may take 
considerably more time. Is it appropriate to consider the economic effects on 
the importer as part of the subject matter of the theory of tax shifting be- 
cause they occur at once? 
Any “general theory of tax shifting” rests on the assumption that the 
economic processes under examination are subject to the same regularity or 
follow a common rule. The cornerstone of a general theory, therefore, is the 
general principle of tax shifting. What is Mering’s contribution to this funda- 
mental question? 
The author discusses the popular notion that, in the struggle against the 
incidence of the tax burden, those who are in a stronger economic position will 
finally emerge as the victors. Obviously, this proposition is rather vague and 
incomplete. If, however, economic strength and economic weakness are 
thoroughly defined in terms of bargaining power, the principle is not neces- 
sarily incorrect. It can be reconciled even with the famous classical case of the 
unfortunate monopolist who, because of having formerly maximized the price, 
is doomed to absorb any new tax on the monopolized commodity. We may 
simply say that the monopolist had previously exhausted the advantages of 
his market position, or, broadly speaking, shot up all his economic ammuni- 
tion. Thus he has turned out to be the weaker party in the market. 
Mering, however, draws another paradoxical corollary. He maintains that, 
to become true, the popular principle may be reversed: “If one must speak 
of an influence of economic power on the process of tax shifting, it might be 
more nearly true to say that it is the economically stronger who bears the tax” 
(p. 19). 
Apparently, the author does not think too highly of his discovery for, 
later on, he submits another solution. Surprisingly, this conception is of .old 
stock. It is a revival of a principle expounded in 1866 by an almost forgotten 
French economist. In his four-volume study Traité des Impéts, Esquirou de 
Parieu contended that the result of any tax shifting depends upon the pos- 
sibility of restricting the demand and the supply of the taxed object. Mering 
accepts this rule with only one qualification: “whether and to what extent 
taxes may be shifted depends on the degree to which supply and demand may 
be restricted with advantage” (p. 21; italics by the author). This amendment, 
however, is of doubtful value since the criterion “with advantage” is open 
to various interpretations; for instance, advantage with regard to an individ- 
ual transaction, advantage with regard to the result of a business year or 
advantage in the long run. What is still worse, successful shifting is often 
tied up with disadvantages in both the short and the long run. Although a 
manufacturer may be able to shift entirely a manufacturer’s sales tax to his 
customers, he may still lose in real income either because of a decrease in 
turnover or an increase in unit cost. Perhaps he loses more than the indi- 
vidual customer does by paying a higher price. Should we therefrom conclude 
that the manufacturer failed to shift the tax? 

Fritz KARL MANN 
I'he American University 
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Public Control of Business; Public Administration; 
National Defense and War 


Readings in the Social Control of Industry. Selected by a Committee of The 
American Economic Association. (Philadelphia: Blakiston. 1942. Pp. viii, 
494. $2.75.) 

The present volume is the first in a series planned to number at least five 
collections of articles of enduring interest. In December of 1940 the Executive 
Committee of the Association entered into an agreement under which the 
Association will arrange the selection of, and the Blakiston Company will 
publish, articles appearing in journals devoted to economics and related fields 
of interest. Edgar M. Hoover, Jr., and Joel Dean were the Association’s 
committee of selection for Readings in the Social Control of Industry. A useful 
bibliography of articles, prepared by Horace G. White, Jr., is appended. 

Teachers and students of economics cannot but applaud the project and 
be appreciative of the care displayed in the planning and execution of this 
initial volume of the series. Good planning is reflected in the evident decision 
to confine the scope of the subject matter sufficiently to permit the inclusion 
in one volume of a range of views on matters of major interest. Similarly, it 
is well that articles are reprinted in their entirety rather than being subject to 
that precarious emasculation so customary in books of “readings.” 

In the present volume, Corwin D. Edwards, Edward S. Mason, Myron W. 
Watkins, Milton Handler, Arthur Robert Burns, Paul T. Homan, and Donald 
H. Wallace analyze and discuss the significance of monopoly, competition and 
competitive practices from the point of view of public control. The record and 
efficacy (past and prospective) of the antitrust law are examined hopefully 
(by Edwards), sardonically (by Watkins), questioningly (by Mason), and 
with yearning for an undiscovered but more salutary alternative (by Burns). 

The last two-fifths of the volume include a perhaps premature obituary re 
the “public utility concept” (Horace M. Gray), stimulating reflections con- 
cerning the “consumer” and “public” interest under regulation (Ben W. 
Lewis), and J. M. Clark’s “Toward a Concept of Workable Competition.” 
Theoretical orientation is provided by A. B. Wolfe’s discussion of “Full Utili- 
zation, Equilibrium, and the Expansion of Production.” There are interesting 
digressions into oil (Northcutt Ely) and recent British experience (Arthur F. 
Lucas). 

A reviewer’s inclination to find fault with at least something is apt to be 
diverted, in a selection as competent as this one, to a mere quarrel about the 
appropriateness of the title of the book (which in this case is surely much too 
inclusive). More importantly, however, there is little by way of thorough 
inquiry into whether competition in industry has really declined since, say, 
the Civil War period in this country, or whether and in what circumstances 
large scale enterprise is inherently of superior real efficiency. But to cavil about 
such matters is to forget limitations both of space within a single volume, and 
of the literature from which selection was perforce made. 

Readings in the Social Control of Industry is a highly useful offering. It is 
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to be hoped that the second volume of the series, on business cycles, will not 
long be delayed, and that economists will avail themselves of the Association’s 
invitation to suggest other subjects for later inclusion in the series.* 
Joun D. SUMNER 
Washington, D.C. 


Labor and Industrial Relations 


Governmental Adjustment of Labor Disputes. By Howarp S. KALTENBORN. 
(Chicago: Foundation Press. 1943. Pp. xiv, 327. $3.50.) 


The primary purpose of this study is to examine critically the lessons 
which the United States has learned from a long and varied experience with 
governmental intervention in the adjustment of labor disputes. While some 
of the agencies, like the National War Labor Board and the Maritime Board, 
have been created in response to the needs of the current emergency, the 
experiences of these boards are viewed as an integral part of the more 
comprehensive national experience through more than fifty years. 

It is admittedly not an easy task to compress into a single, moderately 
sized volume the lessons learned by federal, state and local governments in 
the settlement of industrial disputes, but by discriminating selection of data 
and skillful analysis the author has done a most creditable job. The respective 
chapters deal with the United States Conciliation Service, the Adjustment 
of Labor Disputes in the Railroad Industry, the Maritime Board, the 
National Defense Mediation Board, the National War Labor Board, the 
States and the Adjustment of Labor Disputes, Local Governments and the 
Adjustment of Labor Disputes, and Major Problems in Labor Disputes. 
Supplementing the principal analysis are Appendix A, comprising an Abstract 
of State and Territorial Laws Concerning the Adjustment of Labor Disputes 
and Statement of Activity Under These Laws; Appendix B, in which the 
author somewhat courageously presents A Bill to Create a United States 
Mediation Board and for Other Purposes; and a Selected Bibilography. 

Even a casual glance at such an outline will reveal to special students 
of industrial relations the obvious gap filled by this volume. In fact, this is 
the first book devoted almost exclusively to the subject of mediation in 
labor disputes since 1916, when George Barnett and David McCabe pub- 
lished their Mediation, Investigation and Arbitration in Industrial Disputes. 
Like its predecessor, the present volume includes a discussion of investigation 
and arbitration in addition to mediation. 

After surveying the experience of the United States with conciliation, 
mediation, voluntary arbitration, compulsory investigation, and compulsory 
arbitration, the author reaches the conclusion: “Mediation is by far the best 
and most successful method of governmental intervention in the adjustment 
of labor disputes” (p. 3). This conclusion is reiterated throughout the book. 
Although the author concedes that mediation may sometimes be supplemiented 


* Editor's note—The chairman of the committee in charge is Howard S. Ellis, Board 
of Governors of the Federal Reserve System, Washington, D.C. 
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effectively by other types of governmental intervention in the adjustment of 
labor disputes, he is earnestly of the opinion that mediation should remain 
the basic process in the United States. 

Labor economists generally will concur in this judgment, since not only 
has mediation been our preferred policy historically but because our experience 
with the coercive methods of settlement in more recent years has been a 
disillusioning one. In this particular, as the author observes, the United 
States reflects the experience of Great Britain and Sweden. In all three 
countries, mediation and voluntary arbitration have yielded more permanent 
benefits than have experiments with more arbitrary procedures elsewhere. 
Moreover, conciliatory methods of settlement fit better into the framework 
of democratic conceptions, which is expected to be greatly strengthened as a 
consequence of the current war. 

In the light of his general conclusion that mediation is the best single 
method of governmental intervention in the settlement of industrial disputes, 
the author examines the major problems in mediation, including the réle 
of mediation, wartime adjustment of labor disputes, the jurisdiction of 
various agencies of adjustment, the influence of strong organizations of 
employers and employees on industrial peace, the desirability of industrial 
specialization in settling controversies, and the technique of mediation. This 
aspect of the study really is a synthesis of the author’s reasoning and 
deductions. Among various opinions expressed, the author thinks that co- 
ercive governmental action is justifiable during a national crisis, such as a 
war, and that strong unions of workers and equally powerful associations 
of employers probably conduce to industrial peace. 

While this inquiry presents no magic formula for effective mediation— 
the technique being different with different mediators—certain important prin- 
ciples of procedure are recommended, including determination of the most 
strategic moment for intervention, the application of mediatory efforts only 
when mutual agreement by the parties seems far distant, intervention prior to 
a strike or lockout, conscious delay of intervention in strike situations until 
one or both sides appear weary of the conflict, and the choice of skilled, 
experienced mediators. Much of the effectiveness of mediation will be de- 
termined by the careful formulation of legislation creating adjustment 
agencies, the care with which trade agreements are phrased, the provision 
of ad hoc mediation boards, and the frank recognition of the limitations of 
mediation. 

The author’s most original conception is found in his proposed bill for 
encouraging industrial peace when coercive wartime boards have been aban- 
doned. Not only is the United States Conciliation Service to be removed from 
the Department of Labor, but a three-man board is to be substituted for the 
present director. The Conciliation Service is to have jurisdiction over all 
industries, except the railroad industry. Ad hoc fact-finding commissions are 
to be created where mediation has failed or arbitration has been refused by 
the disputants and the controversy involves the public interest. Voluntary 
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rather than coercive methods are to continue to receive the central emphasis 
in our national policy, 

This volume will repay a thoughtful reading by labor economists, personnel 
managers, employers, and labor leaders. Although there is much here that is 
familiar to the special student of industrial relations, the detailed, well- 
documented study and careful analysis will provide a very helpful guide to 
the judgment of the specialist and layman alike. It is au unusually constructive 
book and is an excellent addition to the literature of labor economics. 

Gorpon S. WATKINS 

University of California 

Los Angeles 


Labor’s Voice in the Cabinet: A History of the Department of Labor from Its 
Origin to 1921. By Joun Lomparot. (New York: Columbia Univ. Press. 
1942. Pp. 370. $4.00.) 

This study traces the various steps which ultimately led to the establishment 
in 1913 of the Department of Labor, headed by a secretary of Cabinet rank. 
The early agitation for such a department, beginning shortly after the Civil 
War, is described, and the various intermediate steps, such as the formation 
of the Bureau of Labor and the creation of a Department of Commerce and 
Labor, are set forth. The book concludes with a discussion of the réle of the 
Department in the events of the years immediately following World War I. 

Of greatest current interest are those sections which deal with the period 
during the last war. While the book appears to have been completed before 
this country had become thoroughly involved in the present war and the author 
makes no attempt to draw comparisons between the two wartime situations, 
the present-day reader is inevitably tempted to indulge in such comparisons. 
Then, as now, there existed a need to formulate “policies” and to set up ad- 
ministrative agencies to act, with or without policies. Then, as now, the 
formulation of policies and the actions taken may have fallen somewhat short 
of perfection. 

Some of the comparisons suggested by a reading of these chapters are 
strikingly close, and perhaps somewhat disheartening. If the author’s evalua- 
tions were taken out of their context, a reader might be in doubt as to the 
period to which they were intended to refer. In this category may fall remarks 
relating to the geographical concentration of war contracts, the effects of 
“cost-plus” contracts, the niggardliness of appropriations for certain purposes, 
the conflicts between various federal agencies, the slowness and uncertainties 
of policy formation, etc. In reading of the difficulties of the earlier period and 
of the efforts which were made to surmount them, the present-day observer is 
likely to be haunted on more than one occasion by a vague feeling that “this 
is where I came in.” 

"he author discusses in some detail the numerous currents and cross- 
currents of this earlier war period. The bulk of the emphasis is placed upon 
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he problems concerned with unifying the labor program during the war, and 
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particularly with respect to the place of the Department of Labor in such a 
coérdinated program. At times, the threads are so many and so interlocking 
that the narrative becomes somewhat confusing. Basically, however, it is the 
subject-matter, and not the discussion thereof, which is confusing and complex. 
Then, as now, the labor problems of wartime were not simple, and the existing 
governmental agencies were not immediately prepared to handle them. 

In the light of more recent developments, the author’s conclusion that “In 
the short period of its existence the War Labor Administration proved its value 
and demonstrated the feasibility of a cabinet administration of labor activities 
through the Secretary of Labor” may seem too simple as a long-run general- 
ization. When we reflect, however, that the Department of Labor was in its 
infancy at the time of the last war, the contributions which it made during 
that period need not be minimized, even though the problems which it faced 
seem of lesser magnitude than those which have arisen during the present war. 

While the tenor of the book is sympathetic with the aspirations of labor to 
have a voice in the cabinet and with the efforts of individuals to make this 
participation in national affairs effective, the author does not hesitate to call 
attention to shortcomings which appeared at various stages. The book will be 
of interest to all those who are concerned with the administration of labor 
matters, in times both of war and of peace. 

Douctass V. Brown 

Massachusetts Institute of Technology 


The Pullman Strike: The Story of a Unique Experiment and of a Great Labor 
Upheaval. By Atmont LinpsEy. (Chicago: Univ. of Chicago Press. 
1942. Pp. xi, 385. $3.75.) 

A half-century after the epic struggle between the railroads and the Ameri- 
can Railway Union, the author of this book brings to light for the first time 
many highly significant facts concerning the origin and development of this 
strike. The author’s exhaustive research on this subject has produced not 
only an exceptionally well-documented narrative of an historic event in our 
national economic life, but also a full-length portrait of this event with all 
its complex and interrelated features brought out in their true proportions. 
Written from a point of view frankly sympathetic toward labor, the author 
has carefully protected himself against charges of bias and partisanship by 
elaborate documentation. The result is a scholarly book, with the facts 
skillfully woven into an interesting narrative, letting the chips fall where 
they may. 

The author very properly views this conflict, not as an isolated event, but 
as a product of the social and economic environment of the times. This 
point is perhaps best emphasized by the fact that the first hundred and twenty 
pages of the book are devoted to background material in which the author 
traces in great detail the rise and growth of the “model” town of Pullman, 
Illinois. The part this unique social experiment played in the strike itself 
well merits the detailed analysis of its origin and growth. Interesting chapters 
on George Pullman, the growth of the Pullman Palace Car Company, and the 


19 
m 
f r 
i 
ma 
Md 
OW 
the 
Lit 
nat 
I 
en 
| 
ned 
Lic 
uuc 
ar 
alit 
} 
: J 
1 
Tha 
nev 
e¢ 
{ rs 
LOI 
Che 
SIGE 
sho 
n 
A 
~ 
cete 
Uni 
eT ] 
ray 
Jin 
mil 
d 


1944] BOOK REVIEWS 185 


“model” town of Pullman, provide the reader with an excellent background 
for the strike itself. The extreme paternalism of the “model” town of Pull- 
man, in which the Pullman employees were denied all rights of property 
ownership and all rights of political or economic voice in the administration 
of town or industry affairs, while being charged high rents and high prices 
for utility services, is strikingly set forth in these chapters. The rebellion of 
the Pullman employees against this extreme paternalism reminds one of the 
parallel rebellion of “ungrateful” employees of such “model” paternalistic 
towns as Hershey, Pennsylvania, and Kohler, Wisconsin, during the 1930’s. 

The immediate or direct causal factors behind the Pullman strike were 
(1) the severe business depression of 1893-94, with its accompanying un- 
employment and wage cutting; (2) the rise of the American Railway Union 
headed by Eugene V. Debs; (3) the uncompromising antilabor attitude of 
the Pullman Company which refused categorically to entertain any petitions 
of the Pullman employees for a redress of their grievances. These grievances 
included protests against severe wage reductions with no corresponding re- 
ductions in the high rents charged them by the Pullman Company, against 
such serious shop abuses as arbitrary dismissals of employees, and favoritism 
and tyranny on the part of shop foremen, and against the extensive use of 
blacklisting. 

Although of comparatively short duration (from May 11 to approximately 
July 15), the strike attracted nation-wide attention for several reasons. In 
the first place, the entire burden of carrying on the strike fell upon the 
newly-organized American Railway Union. Strike strategy from first to last 
was centered around the refusal of railway employees to handle Pullman 
sleeping cars on any railroad. In the second place, the entire management and 
direction of the opposition to the strike was turned over to the hostile anti- 
labor General Managers’ Association of the railroads inasmuch as the Pullman 
Company had contracts with all the railroads for carrying Pullman sleepers. 
The Pullman Company thus assumed a secondary rather than a primary role 
in opposing the strike. In the third place, the strike was marked by a con- 
siderable amount of lawlessness, violence, and destruction of property. And 
lastly, the strike itself assumed nation-wide proportions as it developed into a 
showdown struggle between Mr. Debs and his American Railway Union on 
one side and the General Managers’ Association and the federal administration 
on the other, 

The outstanding contribution of this book is the author’s painstaking and 
careful analysis of the close codperation between the General Managers’ 
Association, the Department of Justice and the federal judiciary in their 
determination to crush completely the strike and the American Railway 
Union. Any one of them alone might not have so successfully achieved this 
end, but, working so unitedly as one team, the result was inevitable. The 
author demonstrates rather conclusively that Attorney General Richard 
Olney was anything but an unbiased dispenser of justice and enforcer of 
federal laws, being instead a labor-hating corporation lawyer with a deter- 
mined resolve to break the American Railway Union at any cost. It was 
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he who was primarily responsible for sending federal troops to Chicago 
without consulting Governor Altgeld of Illinois as to the need, for securing 
the federal injunctions against interference with mail trains, and for the fina] 
prosecution of Mr. Debs and other officials of the American Railway Union 
for violations of federal court injunctions and contempt of court. 

Although the injunction had been tried experimentally in the eighties in 
labor disputes, it was the Pullman strike that demonstrated what a powerful, 
paralyzing weapon it could be in the hands of a hostile management or goy- 
ernment. According to the author, nothing contributed so much to the defeat 
of the strike as the blanket injunctions issued by federal courts at the request 
of Mr. Olney. They badly demoralized the strikers and destroyed the leader- 
ship of the Railway Union. The efficacy of the injunction in this strike led to 
its general adoption by hostile managements as a major weapon of industrial 
warfare for the next forty years. 

The responsibility for the mob violence and resulting loss of life and 
property in Chicago the author attributes to lawless unemployed elements 
in Chicago rather than to the Pullman strikers, and he musters considerable 
evidence in support of this contention. The violence had an important 
influence on public opinion which crystallized almost completely against the 
strikers after the outbreak, 

Other factors weakening the position of the strikers were the failure of 
other railroad workers, notably the “Big Four” operating brotherhoods, to 
support the strike, and the decidedly unfavorable economic environment o/ 
unemployment and low business activity. The uncompromising attitude of the 
Pullman Company in refusing all suggestion of arbitration of the issues in 
the strike also contributed to the final defeat and destruction of the American 
Railway Union. 

The Illinois state administration, headed by Governor Altgeld, and the 
Chicago city administration, headed by Mayor Hopkins, are given full credit 
by the author for pursuing a fair and impartial course during the entire period 
of the strike and at all times seeking to discharge their duties as honestly 
and fairly as possible toward all parties concerned. 

For the skill and fairness with which the author develops the narrative o/ 
this great labor struggle, Te Pullman Strike is highly to be recommended. 

E. B. McNatt 

National War Labor Board 


Social Insurance; Relief; Pensions; Public Welfare 


Social Security and Reconstruction in Canada. By Harry M. Cassy. (Bos- 
ton: Bruce Humphries. Toronto: The Ryerson Press. 1943. Pp. x, 197. 
$2.50.) 

Mr. Cassidy not only has written an engrossing examination of Canadian 
social security problems but at the same time has developed an excellent 
introductory discussion of the nature and ramifications of social security 
problems generally. The factual materials and specific situations treated relate 
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almost solely to Canadian developments, except for some twenty pages dealing 
with recent measures and thinking in the United States, Great Britain and 
New Zealand, but his definition and analysis of basic problems and of the 
obstacles to their rational solution are quite as applicable to the United States 
as to Canada. 

This is worth emphasis, for Mr. Cassidy’s book has much to commend it for 
choice as an auxiliary text for labor economics or more specialized courses 
dealing with social security matters. The essential factors are put more clearly 
and forcefully than in most comparable works dealing more particularly with 
social security in the United States and, furthermore, the intrinsic nature of 
the problems confronting Canada has compelled the stressing of points which 
are of much greater importance in this country than much of the existing 
American literature seems to suggest. Among these are the necessity of adjust- 
ing social security policy and administration to the existence of large and 
politically important areas of low population density, the necessity of recon- 
ciling or compromising urban-rural divergencies of interest and thinking, the 
importance of bringing about codperative relations between the federal and 
state (provincial) governments on a constructive basis transcending legalistic 
and political squabbles, and a common disposition to substitute a succession 
of temporary expedients for direct solutions or conscious experimentation in 
dealing with difficult social problems. In addition the graphic description of 
the limitations of Canada’s current social welfare structure would have been 
equally valid only a few years ago for most or all of the United States; much 
of it is still all too pertinent. 

rhe ground covered begins with a brief sketch of the wartime and post-war 
significance of social welfare measures with which is joined a helpful attempt 
at distinguishing the several overlapping terms which have come into use with 
respect to social security or the social services. An historical summary traces 
the evolution of the social security measures now in operation in Canada. A 
provocative chapter on Goals and Realities proposes a series of norms for use 
in passing judgment on national systems of social services in the course of 
which (p. 47) Mr. Cassidy indicates his own point of view in the following 
passage: 

By virtue of the economic and social environment created by such measures many 

( it least for the larger part of their lives, should be assured of economic security 


f reasonable opportunity for personal development without leaning upon the social 
es. The peculiar, and the essential, function of the social services is then to meet 


needs of the minority whose incomes from their own efforts cease or are not sufiicient, 
under generally favorable economic conditions; and to provide for all, or nearly all, 
facilities . . . which they cannot very well obtain individually. The social services 
themselves, guarantee social security for all. But they play an indispensable 
supplementing the security which arises naturally, for a great many, from a reason- 
ealthy economic and social order. 


Mr. Cassidy contrasts with the goals or standards which he has postulated the 
actual provisions for social security now in existence in Canada and the pro- 
posals ior modifications and extensions which have been made by the several 


commissions set up since 1930. Against this background and his summary of 
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the Models from Abroad, he outlines the major elements of what to him would 
appear to be a satisfactory national social security program. 

Two major premises underlie his program of national action. The first is that 
social security will not be expected to do the impossible but will be regarded 
as supplementary to economic policies aimed at full employment and agricul- 
tural prosperity. The second is that the Canadian national income will be high 
enough to permit the finding of the necessary funds which, it is suggested, 
might perhaps run as high as $1,000,000,000 annually as against a pre-war 
annual governmental expenditure for the social services of about $250,000,000. 
These premises are, in the author’s words, “stated simply and bluntly, with- 


out further attempt to defend their validity or to examine their economic and 7 
political implications” (p. 138). Soc 

An attempt to evaluate the constituent elements of the suggested program ven 
can not be undertaken in brief compass. Set forth with admirable clarity and Ho\ 
with restraint save for a very occasional touch (see, for example, p. 23), they pro 
are necessarily controversial in character at many points. The author states, tion 
however, that in so far as specific suggestions on policy have been presented lish 
this “has been done more with the idea of throwing out something fairly tuni 
definite for consideration by the readers . . . rather than with strong conviction the 
that all of them are valid” (p. 162). the 

Bearing in mind this reservation and the very broad range of subject-matter essa 
dealt with, it is not surprising that a very few questions of fact arise, none of T 
them too important to the central argument of the book. In assuming (on soci; 
p. 113) that in the United States “effective” action with respect to unemploy- man 
ment relief began in 1933, there has been an oversight of the emergency relief expe 
program instituted in 1932 which, although somewhat haphazardly, estab- lead. 
lished the basis for most of the sounder policies of the ensuing FERA. Those have 
who in 1935 saw at close range the tangled maze of purposes concerning relief to re 
policy will doubt whether Congress “‘and the nation” exercised as much con- who 
scious agreement with the decision to substitute WPA for the direct relief comi 
program as page 118 suggests, and it is not certain that there is still “much defe: 
expert and lay opinion in the United States” which favors “a WPA type of But 
work programme as a permanent measure of social security” (p. 120). to sa 

Mr. Cassidy modestly describes what he has done as “more of a tract for Kx 
the times than a careful research study” (p. vii). As a tract it well merits the It he 
attention of all Canadian readers who are disposed to reflect thoughtfully upon soph 
the social policies established heretofore and the choices which Canada must other 
face during demobilization and afterward. This is by no means, however, a i ue 
tract alone. It does much to differentiate between the issues which are almost catio 
necessarily matters of political choice and those to which research and factual ment 
knowledge are applicable. The closing pages and many earlier passages give a think 
rather drab but challenging picture of the present state of organized and beca 
factual knowledge concerning social security in Canada. Research on social an ec 
security matters has made greater progress in the United States, but Mr. os 
Cassidy’s observations on various points will remind American students of the futur 
many gaps which still remain in their knowledge of social security issues. It that 
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is to be doubted whether anywhere else in the existing literature there can be 
found an equally clear and satisfactory conspectus or checklist of the specific 
elements and ramifications of the complex of problems and measures which 
have become lumped together as related to “social security.” 

PauL WEBBINK 
Washington, D.C. 


The Pillars of Security and Other War-Time Essays and Addresses. By Sir 
H. Beverince, K.C.B., F.B.A. (New York: Macmillan, 1943. 
Pp. 248. $2.50.) 

The American public is well acquainted with the world-famous Report on 
Social Insurance and Allied Services, issued by Sir William Beveridge in No- 
vember, 1942, and published in the United States early in the following year. 
However, that volume is so thoroughly devoted to the technical and policy 
problems of social security that there was little scope for an adequate explana- 
tion of the philosophic background of the Report. In a series of papers pub- 
lished during the years 1942 and 1943, Sir William Beveridge took the oppor- 
tunity of setting forth in more popular form some of the wider implications of 
the Report itself. It is this series of twenty-two papers which now appears under 
the title The Pillars of Security, which is itself the title of one of the key 
essays. 

This volume makes fascinating reading for economists and other students of 
social security, because through it one obtains a better picture of Beveridge the 
man and Beveridge the economist, in contrast to Beveridge the technical 
expert. Sir William himself admits that in outlook he is an optimist, which 
leads us to reflect that all great constructive leaders in the history of mankind 
have been so. Such leaders achieve the impossible by “not having sense enough 
to realize it is impossible”; after which the populace jeers the “practical” men 
who “knew it could not be done.” As an illustration, at one point Sir William 
comments that the defeat of unemployment appears just as difficult as the 
defeat of Germany did several years ago—they were both equally impossible. 
But if it now appears that we can accomplish the one, surely it is not too much 
to say that we can achieve the other likewise. 

Equally interesting is the view in these papers of Beveridge the economist. 
It has not been so many years ago that economists were conceived of as philo- 
sophic theorists who had little contact with reality and desired less. On the 
other hand, experts in social security were viewed as “crackpots,” socialists, 
if not something worse. But in the last decade there has been the widest appli- 
cation of economic thinking to the practical problems of business and govern- 
ment, while social security students have acquired some status as economic 
thinkers, Sir William Beveridge has achieved stature in this special field, 
because he has demonstrated his breadth of vision and his technical skill as 
an economist. This is amply borne out by a review of these papers. 

_ In his key paper, Sir William points out that a basic assumption for the 
future must be the winning of the war—not that this is assured, but simply 
that if the enemy wins, he will do the planning, and it will not be along these 


190 THE AMERICAN ECONOMIC REVIEW [MARCH 194 
lines. He likewise emphasizes that full employment does not mean the elimina- 
tion of unemployment, but merely its limitation tc a reasonable level, which 
he assumes might be set at 8.5 per cent of the total working population, or 
an average of 1.5 million persons at any one time in Great Britain. For the 
United States an equivalent number would be something like 5 million. There 
is a realism about this which contrasts with the more optimistic viewpoint 
sometimes expressed that full employment after war should mean the degree 
of employment we have achieved during the war. 
Sir William also points out again and again that social security in the narrow 
social insurance sense is only one aspect of the broader problem of security 
in general. Unless we have a lasting and just peace coupled with continued 
codperation among the United Nations, we cannot have national security in 
a military sense. Without an efficiently-functioning, internal economic system 
we cannot have productive security in an economic sense. And, of course, 
without some sharing among the nation’s families and individuals of the risks 
which are inherent in economic progress, we cannot have social security. 
“These are the three conditions of security—peace, a job when one can shot 
work, an income when one cannot work. The question may be asked, as to 
which of the three conditions is most important, or comes first in time. That 
is an idle question. All three conditions are indispensable. If we fail in any 
of them we do not achieve security. . . -” 
Some persons have drawn the cor.c'usion that the causal sequence runs 
only in one direction through this list. There is, too, a viewpoint which sees 
these different aspects of security as independent of each other or sometimes 
even contradictory. Such a view leads to absurdities which have become quite fron 
current in present-day thinking. For example, the idea that if we can some- the 
how establish national military security all other problems will eventually 
solve themselves; or that the chief task after the war will be the development 
of full employment through business expansion—this is the only security for 
the worker and his family. At worst, such viewpoints lead to the conclusion grey 
that social security as such is in direct conflict with business expansion and 
economic progress. If these views prevail in the post-war readjustment, it 
seems clear that we shall achieve none of these securities, not even the one 
which is set forth as the ideal objective. Surely it should be clear by this time dem 
that unless we have social security for the people themselves, we shall not econ 
long maintain a peaceful world order. agen 
EWAN CLAGUE 

Washington, D.C. and 
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Consumption; Income Distribution; Codperation 


A Coéperative Economy—A Study of Democratic Economic Movements. By 
BENsoN Y. LANpis. (New York: Harper. 1943. Pp. vii, 197. $2.00.) 
This latest work by Mr. Landis on the subject of codperation is written eats 
in popular style for the “alert citizen” and to stimulate “action, inquiry and 
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discussion.” As stated in the Preface, it is concerned with “democratic eco- 
nomic movements in the United States, making in broad terms for a codpera- 


or tive economy.” 

he These democratic economic movements, as the author sees them, consist 
te broadly of, first, the growth of voluntary people’s organizations “pointing 
nt toward a self-contained producer-consumer, codperative system”; and, second, 


the growth of governmental people’s agencies (p. 137). Examples of the former 
are (1) the consumer codperative movement in the fields of purchasing and 
finance; (2) the producer codperative movement, illustrated by farm codp- 
eratives and labor unions; (3) professional organization; and (4) independent 
business men’s organizations. The growth of governmental agencies of a 
democratic, codperative nature are exemplified by those in the fields of pub- 
lic regulation, public ownership, public credit, taxation, and social security. 
Consideration of these movements occupies four of the five parts into 
which the book is divided. Part V is an inquiry into (1) international co- 
jperation; (2) economic duties and rights; and (3) “general directions which 
should be staked out for our strategy in this critical era of transition” (p. 137). 
\n outstanding feature of this volume by Mr. Landis is its readability. 
The subject matter selected is interesting, and simply and clearly expressed. 
The author is at his best when writing about consumer and farm codperatives, 
coUperative ideals and principles, and codperative goals after the war. An 
interesting chapter is that stressing economic duties as well as economic rights 
the citizen of a democratic society. 

The book is, however, open to criticism on several counts. It is written not 
rom the consumer point of view, as stated in the Preface, but rather from 
viewpoint of a small segment among consumers who accept codperative 
ideals and principles, and who believe in the desirability of establishing a 
coJperative democracy. This may explain partly, but does not justify, the 
failure even to mention the important. phase of the consumer movement which 
y out of Dr. Wiley’s crusade for food and drug legislation, and the writings 
Chase and Schlink. This phase in recent years has included the develop- 
nt of testing agencies such as Consumers Research and Consumers Union. 
It is to be regretted that a volume which purports to describe and discuss 
mocratic economic movements “making in broad terms for a cooperative 
cconomy” should ignore entirely such organizations as the consumer testing 
agencies, the Institute for Consumer Education, the Consumer Education 
Association, Coéperative Distributors, Inc., Consumers National Federation, 
d the American Investors Union, not to mention many others. Surely con- 
sideration of the development of these organizations is just as pertinent as 
consideration of labor unions and independent business organizations, to 
each of which a chapter is devoted. 

Mr. Landis paints too optimistic a picture of the trend toward a codpera- 
tive economy. This is accomplished, whether intentionally or not, chiefly by 
an inadequate treatment of forces and agencies constituting a threat to’ the 
growth of such an economy. The expansion of monopolistic organizations is 
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only lightly touched upon. There is almost no mention of the too frequently 
successful efforts of powerful business groups to weaken or destroy govern- 
mental regulations and agencies established for the protection of consumers 
and wage earners. 
A minor criticism is that the directory of selected national organizations, 
voluntary and government, on pages 183 and 184, has limited usefulness 
because it is incomplete. The most noticeable defect in the bibliography is 
the failure to include many leading books ore might expect to find, such as, 
for example, Sorenson’s The Consumer Movement. Chapter 16, containing a 
short summary of “the codperative economy,” should prove helpful to the 
general reader, as should also the discussion syllabus in the Appendix. 
Roy C. Cave 
Washington, D.C. 


Food and Planning. By JOHN R. Marrack. (London: Gollancz, 1943. Pp. 285.) 


Professor Marrack, who teaches chemical pathology at the University of 
London, has written a very interesting book in which he endeavors to summar- 
ize the existing knowledge in the field of nutrition and to indicate broad 
plans for the post-war world. The thesis of this book is (1) that our knowl- 
edge is sufficient to enable us to know what the body needs in the way of food 
to maintain health and vigor; (2) that the productive capacity of the world 
is sufficient, if land is used intelligently, to produce enough of the “right” foods 
to give all people a nutritious diet; and (3) that the planning organizations 
exist by which the available food can be distributed. 

The most adequate portion of Professor Marrack’s presentation is the first 
half of the book in which a wide range of information relating to the field of 
nutrition is summarized. The section dealing with the food eaten by the 
peoples of different countries is informative, but, unfortunately, the organiza- 
tion is not parallel for all of the countries considered, owing no doubt to the 
lack of available information. The value of the book for the layman would 
have been increased by fuller documentation. 

That “The end of the war will bring an opportunity to plan a new system 
that will insure the nutrition of all peoples, and remove one of those inequali- 
ties that are the causes or excuses of war” (p. 263), is Professor Marrack’s 
hope and the basis for his final chapter, Planning for Plenty. His plan, which 
is exceedingly idealistic, foresees the use of the powers of the state in obtaining 
food, in distributing sufficient foods of the required type by different govern- 
mental methods of which one might be communal feeding, and in achieving 
needed reforms regarding the size and utilization of farms. Direct consideration 
is not given to the problem of maintaining an equitable distribution of food on 
a world basis, the crux of which is the movement of food in international 
trade. The immediate solution, which is only implied, would apparently 
embody the idea of an international food board which would temporarily ration 
the available food supply. The rationing would presumably exist for several 
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years following the war, during which an effort would be made to collectivize 
the small farms of some of the backward countries and to introduce more 
efficient farming techniques, As soon as this is accomplished, the world would 
be producing sufficient food for everyone, thereby obviating any further need 
for rationing. For Professor Marrack, this is the solution to one important 
problem, but the equally important problem of distributing this abundance 
of food in the absence of rationing is not approached. 
Howarp J. HItTon, Jr. 

Washington, D.C. 
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ules and receivables, monthly employment, and other subjects. (Washington: Bur. of 
the Census. 1943. Pp. 882. $2.50.) 


—. Business, 1939. Alaska, Hawaii and Puerto Rico; retail and wholesale trade, 
ervice establishments, amusements and hotels. (Washington: Bur. of the Census. 1943. 
Pp. 42. 15c.) 

. Drainage of alluvial lands: comparison of agriculture within and outside of 
drainage enterprises in the alluvial lands of the lower Mississippi Valley. (Washington: 
Bur. of the Census. 1943. Pp. 97. 25c.) 


———.. Housing. Vol. 1. Data for small areas, selected statistics for states, counties and 
minor civil divisions, for urban and rural areas, for incorporated places, and for metro- 
politan districts. Pt. 1. Summary; Alabama-Nebraska. Pt. 2. Nevada-Wyoming. (Wash- 
ington: Bur. of the Census. 1943. Pp. 936; 802. $2.50; $2.25.) 


Housing. Vol. 2. General characteristics, occupancy and tenure status, value or 
rent, size of household and race of head, type, material, year built, conversion, state of 
repair, number of rooms, facilities and equipment, and mortgage status. Pt. 1. Summary. 
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Pt. 2. Albama-Indiana. Pt. 3. lowa-Montana. Pt. 5. Rhode Island-Wyoming. (Wash- 
ington: Bur. of the Census. 1943. Pp. 200; 1019; 1037; 980. 40c; $2.75; $2.75; $3.) 


. Housing. Vol. 3. Characteristics by monthly rent or value. Pt. 1. Summary. Pt. 3. 
New Jersey-Wyoming. (Washington: Bur. of the Census. 1943. Pp. 165; 860. $1.25; 
$2.50.) 


. Housing. Vol. 4. Mortgages on owner-occupied nonfarm homes. Pt. 1. Summary. 
Pt. 2. Alabama-New York. (Washington: Bur. of the Census. 1943. Pp. 97; 1082. 40c; 
$3.) 


. Housing. 2nd ser. General characteristics: Hawaii. (Washington: Bur. of the 
Census. 1943. Pp. 27. 15c.) 


. Population. Vol. 2. Characteristics by sex, age, race, nativity, citizenship, edu- 
cation, employment status, occupation and industry. Pt. 1. Summary; Alabama-District 
of Columbia. Pt. 3. Kansas-Michigan. Pt. 4. Minnesota-New Mexico. Pt. 6. Pennsylvania- 
Texas. Pt. 7. Utah-Wyoming. (Washington: Bur. of the Census. 1943. Pp. 977; 934; 
1020; 1095; 752. Pts. 1, 3, 4, 6, $2.75 each; Pt. 7, $2.25.) 


. Population. Vol. 3. Labor force, occupation, industry, employment and income. 
Pt. 1. Summary. (Washington: Bur. of the Census. 1943. Pp. 301. 75c.) 


. Population. Vol. 4. Characteristics by age, marital status, relationship, education 
and citizenship. Pt. 1. Summary. Pt. 3. Maine-North Dakota. (Washington: Bur. of the 
Census. 1943. Pp. 183; 903. $1.25; $2.50.) 


. Population. 2nd ser. Characteristics of the population (with limited data on 
housing): Alaska, Hawaii, (Washington: Bur. of the Census. 1943. Pp. 20; 35. 10c; 15c.) 


———. Population. Characteristics of the nonwhite population by race. (Washington: 
Bur. of the Census, 1943. Pp. 112. 25c.) 


. Population. Differential fertility 1940 and 1910, for states and large cities. (Wash- 
ington: Bur. of the Census. 1943. Pp. 281. 55c.) 


. Population. Families, in regions and cities of 1,000,000 or more: employment status: 
family wage or salary income in 1939; types of families. (Washington: Bur. of the 
Census, 1943. Pp. 110; 156; 221. 25c; 35c; 45c.) 


. Population. Labor force (sample statistics): employment and family characteristics 
of women; employment and personal characteristics; occupation characteristics; usual 
occupation; wage or salary income in 1939. (Washington: Bur. of the Census. 1943 
Pp. 212; 177; 256; 63; 194. 35c; 35c; 50c; 15c; 40c.) 

—. Population. Nativity and parentage of the white population, for states and large 
cities: general characteristics, age, marital status and education; country of origin of 
foreign stock, by nativity, citizenship, age, value or rent of home; mother tongue, by 
nativity, parentage, country of origin, age. (Washington: Bur. of the Census. 1943 
Pp. 279; 122; S&. 55c: 

. Population (bull. no. 3). Occupations and other characteristics by age: Puerto 
Rico. (Washington: Bur. of the Census. 1943. Pp. 106. 25c.) 


-———. Population. Total population of unincorporated communities, by states, having 
500 or more inhabitants for which separate figures could be compiled. (Washington: 
Bur. of the Census. 1943. Pp. 32, 15c.) 


. Population and housing. Families: characteristics of rural-farm families, regions 
and divisions; general characteristics, states, cities of 100,000 or more, and metropolitan 
districts of 200,000 or more; income and rent, regions, cities of 1,000,000 or more, and 
metropolitan districts of 1,000,000 or more; tenure and rent, regions, cities of 1,000,000 
or more, and metropolitan districts of 500,000 or more. (Washington: Bur. of the 
Census. 1943. Pp. 82; 332; 237; 141. 20c; 60c; 45c; 30c.) 
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Statistical abstract of the United States, 1942. 64th number. (Washington: Supt. Docs. 
1043. Pp. xxvi, 1097. $1.75.) 


Statistical summary of mineral production (general United States summary and detailed 
production by states), 1942. (Washington: Supt. Docs. 1943. Pp. 44. 10c.) 


Statistical year-book of the League of Nations: 1941-42, including addendum 1942-43. 
Econ, intelligence serv. 1942. II. A. 8. (Geneva: League of Nations. New York: Columbia 
Univ. Press. Pp. 279. $2.50.) 


Statistics of income for 1941. Pt. 2. Preliminary report of corporation income and declared 
value excess-profits tax returns, filed through Dec. 31, 1942. (Washington: Supt. Docs. 
1943. Pp. 14. 5c.) 


Uniform system of accounts for steam railroads, issue of 1943, accounting classification 
governing investment in road and equipment, operating revenues and operating expenses, 
income, profit and loss, and general balance sheet accounts, prescribed by the Interstate 
Commerce Commission in accordance with sec. 20 of pt. 1 of Interstate Commerce act. 
Washington: Supt. Docs. 1943. Pp. 203. 25c.) 


Wholesale prices, July-December and year 1942. Bur. Lab. Stat., bull. 736. (Washington: 
Supt. Docs. 1943. Pp. 58. 10c.) 
Business Cycles and Fluctuations 


Siicnter, S. H. Present savings and postwar markets. (New York: McGraw-Hill. 1943. 
Pp. iv, $1.) 
Public Finance; Fiscal Policy; Taxation 
Cray, W. C., Jr. The 1943-44 farmer's tax manual. (Garden City: Doubleday, 1943. $1.) 


Fercuson, D. G., and others. What will inflation and devaluation mean to you? 7th ed. 
Cambridge: Am. Inst. for Econ. Research. 1943. Pp. 144. $1.) 


Garver, W., and others. The inflation crisis. Transcript no. 293. (Chicago: Univ. of Chicago 
Round Table. 1943. Pp. 25. 10c.) 


HorMANNSTHAL, E. How to stop inflation. (New York: Unger. 1943. Pp. 59. 50c.) 


Kime, L. H. Postwar tax policy and business expansion. Pamph. no. 53. (Washington: 
Brookings Inst. 1943. Pp. 46. 50c.) 


Lasser, J. K. Your corporation tax. 1944 ed. (New York: Simon and Schuster. 1943. Pp. 
144. $1.) 


MontcoMery, R. H. Federal taxes on corporations, 1943-44. 2 vol. (New York: Ronald 
Press. 1943. Pp. 1137; 1122. $15.) 


Federal taxes on estates, trusts and gifts, 1943-44. (New York: Ronald Press. 1943. 
Pp. xii, 821. $7.50.) 


Newcomer, M. A tax policy for postwar America. Postwar goals and econ. reconstruction, 
r 


ser, 2, no. 6. (New York: Inst. on Postwar Reconstruction, New York Univ. 1943. Pp. 
13. 30c.) 


SAFRO, P. Pay-as-you-go tax, current Tax Payment act of 1943; explanation, tax cal- 
endar, withholding tables, employer-employee duties, personal tax records. (New York: 
Author, 299 Broadway. 1943. Pp. 24. 10c.) 


, H. A. Fiscal aspects of metropolitan consolidation. Admin. meas. stud. no, 3. 
Berkeley: Bur. of Pub. Admin., Univ. of California. 1943. Pp. xii, 67. $1.) 


Budget of United States Government for fiscal year 1944, war supplement. (Washington: 
Supt. Docs. 1943. Pp. A 11, 161. 45c.) 
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The capital gains tax; it could produce revenue and stimulate enterprise [hearings before 
the House Committee on Ways and Means, 77th Cong., 2nd sess., on Revenue Revision 
of 1942. Pt. 12. Mar. 20, 1942]. (Washington: Am. Taxpayers Assoc. 1942. Pp. 145, 


mimeo.) 


Commonwealth of Kentucky: 25th annual report, Department of Revenue, with Appen- 
dices, ({Frankfort: Commissioners of Revenue.] 1943. Pp. 38; 22.) 


Federal, state and local government fiscal relations, letter from the Acting Secretary of the 
Treasury, transmitting in response to S. Res. 160, report submitted to the Secretary of 
the Treasury by a special committee to study intergovernmental fiscal relations. 78th 
Cong., 1st sess. S. doc. 69. (Washington: Supt. Docs. 1943. Pp. 595. 75c.) 


Internal revenue regulations: regulations 108, relating to gift tax under the internal revenue 
code; regulations 115, relating to the collection of income tax at source on wages under 
subchaps. D and E of chap. 9 of internal revenue code, as added by sec. 2(a) of the 
Current Tax Payment act of 1943. (Washington: Supt. Docs. 1943. Pp. 113; 76. 15¢c; 
10c.) 

Revenue revision of 1943: hearings [House Ways and Means Committee], 78th Cong, 
1st sess., on revenue revision of 1943. Rev. Oct. 1943. (Washington: Supt. Docs, 1943 
Pp. 1605. $2.) 

: hearings [House Ways and Means Committee], 78th Cong., Ist sess. Rev. Oct. 

1943. Reprint of pp. 1095-1272: considerations respecting a federal retail sales tax. 

(Washington: Supt. Docs. 1943. Pp. 1095-1272.) 


State finances, 1942. Vol. 3. Statistical compendium. (Washington: Bur. of the Census. 
1943. Pp. 88. 20c.) 


Money and Banking; Short-Term Credit 

Grosectose, E. Near eastern postwar monetary standards. Inquiry no. 5. (New York: 
Monetary Standards Inquiry. 1943. Pp. 14. 10c.) 

Harpy, C. O. The postwar role of gold. Inquiry no. 8. (New York: Monetary Standards 
Inquiry. 1944. Pp. 26. 10c.) 

Leavens, D. H. Far eastern postwar monetary standards. Inquiry no. 6. (New York: 
Monetary Standards Inquiry. 1943. Pp. 24. 10c.) 

McQueen, C. A. Latin America postwar monetary standards. Inquiry no. 4. (New York: 
Monetary Standards Inquiry. 1943. Pp. 23. 10c.) 

Spaur, W. E. Alternatives in postwar international monetary standards. Inquiry no. 7. 
(New York: Monetary Standards Inquiry. 1944. Pp. 23. 10c.) 

Taus, E. R. Central banking functions of the United States Treasury, 1789-1941. (New 
York: Columbia Univ. Press. 1943. Pp. xii, 313. $3.50.) 

Younc, J. P. Inter-war currency lessons. Inquiry no. 9. (New York: Monetary Standards 
Inquiry. 1944. Pp. 21. 10c.) 

Assets and liabilities of operation of insured banks, June 30, 1943. Rept. no. 19. (Wash- 
ington: Federal Deposit Insurance Corp. 1943. Pp. 34.) 

Comptroller of Currency: eighth annual report, 1942. (Washington: Supt. Docs. 1945. 
Pp. 114. 75c.) 


Reglementation des paiements avec Pétranger: Suisse. Suppl. 1 and 2. F.E.R. 28(1) and 
28(2). (Basle: Banque des Reglements Internat. 1943. Pp. 24; 38. Sw. frs. 1.25; 2.) 


International Trade, Finance and Business Policy 
Brant, I. Road to peace and freedom, (Indianapolis: Bobbs-Merrill. 1943. Pp. 278. $2.) 


2 
} 
i 
P 


Js 


3. 


nd 


1944] TITLES OF NEW BOOKS 201 


BrewsTER, R. O., and others. Are America’s and Britain’s economic aims incompatible? 
Town meeting of the air bull., vol. 9, no. 28. (Columbus: Am. Educ. Press. 1944. Pp. 
24. 10c.) 


Brown, B. H. The tariff reform movement in Great Britain, 1881-1895. (New York: 
Columbia Univ. Press. 1943. Pp. x, 170. $2.50.) 


Daun, D. J. Russia and postwar Europe. Translated from the Russian by F. K. 
LAWRENCE. (New Haven: Yale. 1944. Pp. 240. $2.75.) 


EmeEny, B. Mainsprings of world politics. Headline ser., no. 42. (New York: Foreign Pol. 
Assoc. 1944. Pp. 94, 25c.) 


Gutt, E. M. British economic interests in the Far East. (New York: Inst. of Pacific 
Relations. 1943. Pp. 279. $3.) 


Kraus, H. P. Inter-American and world book trade; problems of organization. (New York: 
Author, 64 East 55 St. 1944. Pp. 32. 50c.) 


Marrry, A. and Lary, H. B. Foreign trade after the war. Bur. of For. and Dom. Commerce 
econ. ser. no. 28. (Washington: Dept. of Commerce. 1943. Pp. 22, mimeo.) 


Marquez, J. Bloques economicos y excedentes de exportacion. (Mexico: Informaciones 
Econ., Banco de Mexico. 1943. Pp. 87.) 


Ripp.e, J. H. British and American plans for international currency stabilization. Our econ. 
in war, occasional paper 16. (New York: Nat. Bur. of Econ. Research. 1943. Pp. 42. 
35c.) 

Suaw, A. International bearings of American policy. (Baltimore: Johns Hopkins Press. 
1943. Pp. 502. $3.50.) 


SteTtTinius, E. R., Jr. Lend-lease, weapon for victory. (New York: Macmillan. 1944. 
Pp. xiv, 358. $3.) 

TURNBULL, L. S. Post-war currency plans: selected bibliography of texts and comment. 
(Princeton: Internat. Fin. Sec., Princeton Univ. 1944. Pp. 6, mimeo.) 


WuppvEN, H. P., Jr. Britain’s postwar trade and world economy. Foreign pol. repts., 
vol. 19, no. 19. (New York: Foreign Pol. Assoc. 1943. Pp. 11. 25c.) 


Corimercial policies and trade relations of European possessions in the Caribbean area, 
report on recent developments in the trade of the European possessions in the Caribbean 
area, with special reference to trade with the United States, under provisions of title 3, 
pt. 2, sec. 332 of Tariff act of 1930. Tariff Commission rept. 151, 2nd ser. (Washington: 
Supt. Docs. 1943. Pp, 324. 40c.) 


Foreign relations: papers relating to the foreign relations of the United States with Japan, 
1931-1941. Vol. 1. (Washington: Supt. Docs. 1943. Pp. 947. $2.25.) 


———: papers relating to the foreign relations of the United States, 1919. Vols. 3 and 4. 
Paris Peace Conference. (Washington: Supt. Docs. 1943. Pp. 1062; 880. $2 each.) 


Lend-lease: twelfth report to Congress on lend-lease operations, reverse lend-lease aid from 
the British Commonwealth of Nations. Foreign Econ. Admin. (Washington: Supt. Docs. 
1943. Pp. 10. 5c.) 

Peace and war, United States foreign policy, 1931-1941. (Washington: Supt. Docs. 1943. 
Pp. 874. $2.) 


Relinquishment of extraterritorial rights in China and the regulation of related matters, 
treaty and an accompanying exchange of notes between the United States and China, 
signed at Washington, Jan. 11, 1943, proclaimed by the President of the United States 
May 24, 1943. Treaty ser. 984. (Washington: Supt. Docs. 1943. Pp. 35. 5c.) 


Twenty-five years of United States foreign policy; a symposium. For. pol. repts., vol, 19, 
no. 15. (New York: Foreign Pol. Assoc. 1943, Pp. 29. 25c.) 
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United States in the world economy, the international transactions of the United States 
during the inter-war period. Bur. of For. and Dom. Commerce, econ. ser. 23. (Wash- 


ington: Supt. Doc. 1943. Pp. 216. 35c.) 
An analysis of the international transactions of the United States from the end of 


World War I to the beginning of World War II. 
Business Finance; Insurance; Investments; Securities Markets 


Hevces, J. E. Practical fire and casualty insurance. {Cincinnati: Nat. Underwriter. 1943. 
Pp. x, 278. $2.50.) 

Scumipt, C. H. and Youne, R. A. The effect of war on business financing: manufacturing 
and trade, World War I. Our econ. in war, occasional paper 10. (New York: Nat. Bur. 
of Econ. Research. 1943. Pp. 95. 50c.) 

Superintendent of Insurance, State of New York: 83rd annual report for year ended Dec. 
31, 1943. Vol. III-A. Casualty and surety companies. Vol. III-B. Fraternal benefit soci- 
eties. Leg. doc. (1942), no. 86. (Albany: Williams Press. 1943. Pp. 90a, 564, 380b.) 

Insurance: joint hearings [Senate Judiciary Committee], 78th Cong., 1st sess., on S.1362, 
H.R.3269, and H.R.3270, to affirm that regulation of the business of insurance remain 
within the control of the several states and that the acts of July 2, 1890, and Oct. 15, 
1914, as amended, be not applicable to that business. Oct. and Nov., 1943. (Washington: 


Supt. Doc. 1943, Pp. 257. 30c.) 


Public Control of Business; Public Administration; 
National Defense and War 


Barnett, O. R. Patent property and the anti-monopoly laws. (Indianapolis: Bobbs-Merrill. 
1943. Pp. 662. $10.) 

Biocu, H. S. and Hosexitz, B. F. Economics of military occupation: selected problems. 
(Chicago: Foundation Press. 1944. Pp. xii, 141. $1.25.) 

BurNHAM, J. Total war—the economic theory of a war economy. (Boston: Meador. 
1943. Pp. 339. $2.) 

Friepricu, C. J. and Epcerton, R. C. War; the causes, effects, and control of inter- 
national violence. Prob, in Am. life, no. 11. (Washington: Nat. Counc. for the Soc. Stud. 
1943. Pp. 83. 30c.) 

HameBurcer, L. How Nazi Germany has controlled business. (Washington: Brookings 
Inst. 1943. Pp. 101. $1.) 

Hotcomse, A. N. and Downes, J. E. Politics in action—the problems of representative 
government. Prob. in Am. life, no. 18. (Washington: Nat. Educ. Assoc. 1943. Pp. 56. 30c.) 

Howarp, L. V. and Bone, H. A. Current American government; wartime developments. 
(New York: Appleton-Century. 1943. Pp. 364. $2.75.) 

Jounson, W., and others. Should subsidies be used to hold food prices? Transcript no. 296. 
(Chicago: Univ. of Chicago Round Table, 1943. Pp. 24. 10c.) 

Krout, J. A., editor. The problems of total war and roads to victory. (New York: 
Acad. of Pol. Sci., Columbia Univ. 1943. Pp. 147. $2.50.) 

Nicuotts, W. H. and Viec, J. A. Wartime government in operation. (Philadelphia: 
Blakiston. 1943. Pp. xiii, 109. $1.50.) 

OxENFELDT, A. R. New firms and free enterprise; pre-war and post-war aspects. (Washing- 
ton: Am. Counc. on Public Affairs. 1943. Pp. 196. $3.25; pap. $2.75.) 

SHELDON, A. E. Nebraska civil government. Rev. ed. (Lincoln: Univ. Pub, 1943. Pp. 399. 
$1.44.) 

Wure, L. D., and others. Making our government efficient; public administration in the 
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United States. Prob. in Am. life, no. 12. (Washington: Nat. Counc. for the Soc. Stud. 
Pp 60. 30c.) 
Wise, H. L. Problems of price control. (Melbourne: Whitcombe and Tombs. 1943. Pp. 49. 
2s. 6d.) 
Woraver, E. S., editor. Current problems of business and government. Bus. paper no. 14. 
Ann Arbor: Univ. of Mich. Press. 1943. Pp. 76, $1.00.) 


situminous Coal act of 1937: hearings [House Ways and Means Committee], 78th Cong., 
ist sess., on H. R. 356, H. R. 1454, and H. R. 2296, to amend the Bituminous Coal act, 
1s amended, Rev. June-July, 1943. (Washington: Supt. Docs. 1943. Pp. 974. $1.25.) 


Code of federal regulations: cumulative supplement containing codification of documents 
1 general applicability and legal effect, June 2, 1938, to June 1, 1943, including Presi- 
dential proclamations, Executive orders, and other Presidential documents. Bk. 1, Tit. 

3. (Washington: Supt. Docs. 1943. Pp. 1432. $3.) 


Commodity Credit Corporation: hearings [House Banking and Currency Committee], 
78th Cong., 1st sess., on H. R. 3477 (superseding H. R. 3458), to continue the Com- 
modity Credit Corporation, te revise the basis of annual appraisal of its assets, and for 
ther purposes. Sept. and Oct., 1943. (Washington: Supt. Docs. 1943. Pp. 655. $1.) 


hearings [Senate Banking and Currency Committee], 78th Cong., 1st sess., on 

1458 and H. R. 3477, to continue the Commodiiy Credit Corporation, to revise the 

hasis of annual appraisal of its assets, and for other purposes. Nov. and Dec., 1943. 
(Washington: Supt. Doc. 1943. Pp. 490. 60c.) 


Federal Trade Commission: decisions, findings, orders, and stipulations, July 1-Dec., 1942. 
Vol. 35. (Washington: Supt. Docs. 1943. Pp. 1031. $1.75.) 


Handbook of federal World War agencies and their records, 1917-1921. (Washington: Supt. 
Docs. 1943. Pp. 666. $1.25.) 


Intergovernmental commodity control agreements. (Montreal: Internat. Labour Office. 
1943. Pp. lviii, 221. $2.) 

National defense appropriation: hearings [Senate Appropriations Committee], 78th Cong., 
ist sess., on H. R. 3958, making appropriations to supply deficiencies for fiscal year ending 
June 30, 1944, and for prior fiscal years, to provide supplemental appropriations for the 
‘al year ending June 30, 1944, and for other purposes. (Washington: Supt. Docs. 1943. 

Pp. 764. $1.) 


Vutional defense program: hearings [Senate Spec. Committee Investigating Nat. Defense 
Program], 78th Cong., 1st sess., on S. Res. 6 (78th Cong.) authorizing and directing an 
investigation of the national defense program. Pt. 18. Carnegie-Illinois Steel Corp., labor. 
Mar. and Apr., 1943, Pt. 19. Army food studies, conflicting war production programs, 
mica. Apr., May, and June 1943. Pt. 20. Site for northwest metallurgical laboratory, 
machine tools and dies industry. Sunflower Ordnance Plant, industrial sugar rationing, 
Basic Magnesium, Inc., Curtiss-Wright Corp. Apr., May and June 1943. (Washington: 
Supt. Docs. Pp. 7145-7603; 7605; 7992; 7993-8514. 60c; 45c; 65c.) 


Ojjice of Price Administration; fifth quarterly report, covering the period ended Apr. 30, 
1943, (Washington: Supt. Docs. 1943. Pp. 65. 10c.) 
Patents: decisions of Commissioner of Patents and of United States courts in patent and 


rade-mark and copyright cases, 1942. (Washington: Supt. Docs. 1943. Pp. 866. $1.50.) 
hearings [House Patents Committee], 78th Cong., 1st sess., on H. R. 2994, to 

nd reissued letters patent No. 19,023. (Washington: Supt. Docs. 1943. Pp. 31. 10c.) 
Progress of war effort: hearings [House Naval Affairs Committee], 78th Cong., Ist sess., 
n H.R. 30, authorizing and directing an investigation of the war effort (renegotiation of 
war contracts). Vol. 2. June 1943. (Washington: Supt. Docs. 1943. Pp. 403-1311. $1.25.) 
War contracts: hearings [Senate Military Affairs Committee], 78th Cong., Ist sess., on 
1268, to facilitate the termination of war contracts; S. 1280, to provide further au- 
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thority to the Secretary of War to use funds for adjustment of contracts; and S. J. Res. 
80, to prohibit use of cost-plus-a-fixed-fee system in connection with war contracts. 
Pts. 1-5. Oct. and Nov. 1943. (Washington: Supt. Docs. 1943. Pp. 1-85; 87-136; 137-201; 
203-288; 289-390. 15c; 10c; 10c; 15c; 20c.) 

War mobilization: hearings [Senate Military Affairs Committee], 78th Cong., 1st sess, 
on S. Res. 107, authorizing a study of the possibilities of better mobilizing the national 
resources of the United States and S. 607, to establish an Office of War Mobilization, 
and for other purposes. Pt. 1. May 1943. (Washington: Supt. Docs. 1943. Pp. 1-499. 60c.) 


Industrial Organization; Price and Production Policies; 


Business Methods 


Lyon, L. S. Industry plans for the future. Postwar goals and econ. reconstruction, ser. 2, 
no. 2. (New York: Inst. on Postwar Reconstruction, New York Univ. Pp. 21. 30c.) 


RAUTENSTRAUCH, W. Principles of modern industrial organization. (New York: Pitman. 
1943. Pp. viii, 312. $3.75.) 

SARGENT, N. Postwar conditions and trends; analysis. (New York: Nat. Assoc. of Manu- 
facturers. 1943. Pp. 37.) 


KELLIHER, F., editor. American bankruptcy reports. New ser., vol. 53. (Albany: M. 
Bender. 1943. Pp. 944. $6.) 


Small business: hearings [Senate Spec. Committee to Study and Survey Prob. of Small. 
Bus. Enterprises], 78th Cong., 1st sess., on S. Res. 66 (78th Cong.), to appoint a special 
committee to study and survey problems of American small business enterprises, Pt. 21. 
Maritime procurement, 1. Pt. 22. Practices of O.P.A. Pt. 23. Quota for Florida livestock 
industry. Pt. 24. Poultry market situation. Pt. 25. Maritime procurement, 2. Pts. 26-28. 
Critical, strategic and essential materials, 3-5. (Washington: Supt. Docs. 1943. Pp. 2865- 
2989; 2991-3022; 3079-3128; 3129-3217; 3219-3287; 3289-3463; 3465-3603; 3605-3828. 
1Sc; 1Se; Wes Me: Be; Fe.) 

: 390 bills, a digest of proposals considered in Congress in behalf of small business, 

1933-1942. Bur. For. and Dom. Commerce econ. ser. no. 27. (Washington: Supt. Docs. 

1943, Pp. 117. 20c.) 


Smaller War Plants Corporation: report on activities of the Smaller War Plants Cor- 
poration, letter from Chairman of War Production Board, transmitting the seventh 
report of his operations under act to mobilize productive facilities of smaller business. 
S. Doc. no. 98, 78th Cong., 1st sess. (Washington: Supt. Docs, 1943. Pp. 59. 10c.) 


Marketing; Domestic Trade 


Converse, P. D. A study of retail trade areas in East Central Illinois. Bus. stud. no. 2. 
(Urbana: Univ. of Illinois, Coll. of Commerce and Bus. Admin. 1943. Pp. 68.) 


Sevin, C. H. and Crowper, W. F. Wartime dealer-aid for programs; manufacturers’ 


programs to maintain retail outlets. Bur. of For. and Dom. Commerce econ. ser. no. 32. 
(Washington: Supt. Docs. 1944. Pp. 79.) 


Mining; Manufacturing; Construction 


Parker, C. M. Steel in action. Sci. for war and peace ser. (Lancaster, Pa.: Jaques Cattell 
Press. 1943. bp. 227. $2.50.) 

Bituminous coal and lignite, 1942. (Washington: Supt. Docs. 1943. Pp. 79. 15c.) 

Fuel: hearings [Senate Spec. Committee to Investigate Fuel Situation in Middle West], 
78th Cong., 1st sess., on S. Res. 61 (78th Cong.), extending S. Res. 319, 77th Cong., 
authorizing an investigation concerning production, transportation, and use of fuels im 
certain areas west of the Mississippi River. Pt. 6. Aug. and Sept. 1943. (Washington: 
Supt. Docs. 1943. Pp. 985-1300. 35c.) 
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Progress of war effort: hearings [House Naval Affairs Committee], 78th Cong., 1st sess., 
on H. Res. 30, authorizing and directing an investigation of the war effort. [Petroleum 
investigation.] Vol. 3. Mar., Apr., June, Sept. and Oct. 1943. (Washington: Supt. Docs. 
1943. Pp. 1313-2175. $1.50.) 


Strategic minerals: hearings [Senate Mines and Mining Committee], 78th Cong., Ist sess., 
on S. 1160, to stimulate production of strategic and critical minerals and to assure an 
adequate supply by continuance of all stockpiles surviving the present war and by 
necessary augmentation. Pts. 1-2. (Washington: Supt. Docs. 1943. Pp. 77-96. 10c.) 


Transportation; Communication; Public Utilities 


Benton, W., and others. Post-war air policy. Transcript no. 295. (Chicago: Univ. of 
Chicago Round Table. 1943. Pp. 24. 10c.) 


Forp, R. S. and Bacon, M. A. Michigan highway finance. Govt. stud. no. 12. (Ann Arbor: 
Univ. of Michigan Press. 1943. Pp. viii, 191. 75c.) 


Huttcren, T. Railroad travel and the state of business. Occasional paper 13. (New York: 
Nat. Bur. Econ. Research. 1943. Pp. 35. 35c.) 


Levin, D. R. Public control of highway access and roadside development. (Washington: 
Supt. Docs. 1943. Pp. 103. 15c.) 


—. Public lands acquisition for highway purposes. (Washington: Supt. Docs. 1943. 
Pp. 32. 10c.) 

Wusor, G. L. Transportation: war and postwar. Annals, Vol. 230. (Philadelphia: Am. 
Acad. Pol. Sci. 1943. Pp. 258. $2.) 


Board of Investigation and research: report on rate-making and rate-publishing pro- 
cedures of railroad, motor and water carriers. (Washington: Board of Investigation and 
Research. 1943. Pp. 157, mimeo.) 


Civil air regulations. Pt. 4. Airplane airworthiness. As amended to Nov. 1, 1943. (Wash- 
ington: Supt. Docs. 1943. Pp. 54. 15c.) 


Federal Communications Commission: Vol. 8. Decisions and reports, Mar. 1, 1940-Aug. 1, 
1943. (Washington: Supt. Docs. 1943. Pp. 639. $1.50.) 


: Rules and regulations (tit. 47—telecommunication, chap. 1). Pt. 8. Ship service; 
efiective Oct. 1, 1939 (rev. to May 31, 1943). Pt. 15. Radio stations in the War 
Emergency Radio Service, effective June 12, 1942 (rev. to May 26, 1943). Pt. 42. 
Preservation of records; effective Sept. 6, 1938 (rev. to May 27, 1943). (Washington: 
Supt. Docs. 1943. Pp. 77; 32; 27. 15c; 10c; 10c.) 


Interstate Commerce act of 1943 (regulation of rate bureaus): hearings [Senate Interstate 
Commerce Committee], 78th Cong., 1st sess., on S. 942, to provide for agreements 
between common carriers, by railroad, by pipeline, by motor vehicle, by water, and 
between freight forwarders, for the making and filing of rates, fares, charges, or 
classifications for transportation of passengers and property, and for other purposes. 
Pt. 2. June 1943. Pt. 3. Appendix. (Washington: Supt. Docs. 1943. Pp. 431-1110; 
1111-1199. $1; 15¢c.) 


ta 


Interstate Commerce Commission: comparative statement of railway operating statistics, 
individual class I steam railways in the United States, years 1942 and 1941. (Washing- 
ton: Supt. Docs. 1943. Pp. 63. 60c.) 


: decisions. Vol. 38. Motor carrier cases (finance reports), Dec. 1941-Feb. 1943. 
Vol. 41. Motor Carrier cases, Aug. 1942-Mar. 1943. (Washington: Supt. Docs. 1942; 1943 
Pp. 871; 1052. $1.75; $2.25.) 


~———: 57th annual report. (Washington: Supt. Docs. 1943. Pp. iii, 188. Cloth, 75c.) 


: freight commodity statistics, class I steam railways in the United States, year 
ended Dec. 31, 1942. Statement no, 43100. (Washington: Supt. Docs. 1943. Pp. 150. $1.) 
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: preliminary abstract of railway statistics (steam railways, Railway Express 
Agency, Inc., and the Pullman Company) for year ended Dec. 31, 1942. (Washington: 
Supt. Docs. 1943. Pp. 60. 50c.) 

—: rules and regulations governing transfers of rights to operate as a motor carrier 
in interstate or foreign commerce, effective Dec. 1, 1943. (Washington: Supt. Docs. 
1943. Pp. 4. 5c.) 

Rail freight service costs in various rate territories of United States, letter from Chairman, 
Interstate Commerce Commission transmitting in response to S, Res. 119, certain 
information on rail freight service costs. 78th Cong., 1st sess., S. doc. 63. (Washington: 
Supt. Docs. 1943. Pp. 103. $1.) 

Railroad Retirement Board: annual report for the fiscal year ended June 30, 1942. 
(Washington: Supt. Docs. 1943. Pp. 199. 40c.) 

Railroads: hearings [Senate Interstate Commerce Committee], 78th Cong., Ist sess., on 
S. J. Res. 91, to aid in effectuating purposes of Railway Labor act. Nov. 1943. (Wash- 
ington: Supt. Docs. 1943. Pp. 139. 15c.) 

Regulation of public utilities during the war. (New York: Public Service Commission. 
1943. Pp. 339. 75c.) 

Report on interterritorial freight rates, letter from Board of Investigation and Research, 
transmitting report, 78th Cong., 1st sess., H. doc. 303. (Washington: Supt. Docs. 1943. 
Pp. 384. 75c.) 


Agriculture; Forestry; Fisheries 


Davis, J. S. Food as an implement of war—the responsibilities of farmers. War-peace 
pamph. no. 3. (Stanford University, Calif.: Food Research Inst. 1943. Pp. 20. 10c.} 


FarnswortH, H. C. Wheat in the fourth war year: major developments, 1942-43. Wheat 
stud. Vol. XX, no, 2. (Stanford University, Calif.: Food Research Inst. 1943. Pp. 96. $1.) 


HeEnpricxkson, R. F. Food “crisis.”’ (Garden City: Doubleday. Pp. 285. $2.50.) 

Hupe son, R. R. Farm management. (New York: Macmillan. 1943. Pp. 406. $2.50.) 

Jamieson, G. S. Vegetable fats and oils. 2nd ed. (New York: Reinhold. 1943. Pp. 530. 
$6.75.) 

Li, Yu-1, and others. Three types of rural economy in Yunnan. (New York: Inst. of 
Pacific Relations. 1943. Pp. 35. 25c.) 

Puiiuips, H. A., and others. Agriculture and farm life. Rev. ed. (New York: Macmillan 
1943. Pp. 529. $1.64.) 

PRENTICE, E. P. Food, wer and the future. (New York: Harper. 1944. Pp. xii, 164. $2.50.) 


Winters, R. K., and others. Louisiana forest resources and industries. Dept. of Agric 
misc. pub. no, 519. (Washington: Supt. Docs. 1943. Pp. 48. 25¢.) 

Agricultural production in continental Europe during the 1914-1918 war and the recon- 
struction period. League of Nations pub. II.A.7. (Geneva: League of Nations. New 
York: Columbia Univ. Press. 1943. Pp. 122. $2.25; paper, $1.75.) 


Chief of Forest Service: annual report, 1943. (Washington: Supt. Docs, 1943, Pp. 32. 10c.) 


Farm labor program: hearings [House Appropriations Committee], 78th Cong., Ist sess., 
on the appropriation for the farm labor program, calendar year 1944. (Washington: 
Supt. Docs. 1943. Pp. 306. 30c.) 


Food supply: hearings [Senate Agriculture and Forestry Committee], 78th Cong., 1st sess. 
on food supply, subsidies and farm prices. Pt. 4. Sept., Oct., Nov., 1943. (Washington: 
Supt. Docs. 1943. Pp. 1181-1607. 45c.) 


The food we live by. Rev. ed. (Washington: Supt. Docs. 1943. Pp. 14. Sc.) 
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Index to publications of the U. S. Department of Agriculture, 1936-1940. (Washington: 
Supt. Docs. 1943. Pp. 763. $1.50.) a 


Memoria correspondiente el ano 1942. (Buenos Aires: Junta Reguladores de Vinos, 
Ministerio de Agric. de la Nacion. 1943. Pp. 92.) 


Negro farmers in wartime food production. Farmer and the war, no. 6. (Washington: 
Supt. Docs. 1943. P. 13. 5c.) 


Public lands: hearings [Senate Public Lands and Surveys Committee], 78th Cong., 1st 
sess., on S. Res. 241 (76th Cong., extended by S. Res. 39, 78th Cong.), authorizing a 
complete investigation with respect to administration and use of public lands. Pt. 7. 
Rev. Washington, D.C., June 1943. (Washington: Supt. Docs. 1943. Pp. 2405-2475. 10c.) 


Economic Geography; Regional Planning; Urban Land; Housing 


BarNETT, P. An analysis of state industrial development programs in the thirteen Southern 
tates. Stud. no. 13, Bur. of Research, School of Bus. Admin. (Knoxville: Div. of, Univ. 
Extension, Univ. of Tennessee. 1944. Pp. 60.) 


Escritt, L. B. Regional planning. (New York: Norton. 1944. Pp. 263. $5.) 
An outline of the scientific data relating to Great Britain. 


Stokes, K. C. Regional shifts in population, production, and markets. Bur. For. and Dom. 
Commerce econ. ser. no. 30. (Washington: Supt. Docs. 1943. Pp. 66, mimeo.) 


Srraus, N. The seven myths of housing. (New York: Knopf. Pp. 338. $2.75.) 


Van Creer, E. Global geography for high schools, with special emphasis on economic and 
ommercial aspects. (Boston: Allyn and Bacon. 1943. Pp. 410. $1.92.) 


Wortton, J. T. Conservation, a regional approach. Vol. 1. The Pacific Southwest. (New 
York: Oxford. 1943. Pp. 64. 48c.) 


{rea analysis, a method of public works planning. Rev. 1943. Nat. Resources Planning 
Bd. tech. pap. 6. (Washington: Supt. Docs. 1943. Pp. 40. 15c.) 


Columbia River: hearings [House Irrigation and Reclamation Committee], 78th Cong., 
ist sess., on H. Res. 262, authorizing an investigation of the plans for the improvement 
f the Columbia River and its tributaries for the utilization of its waters and the cost 
ind effect of proposed water storage. Pt. 1. Kalispell, Mont., Aug. 1943. (Washington: 
Supt. Docs. Pp. 1-460. $1.25.) 

Industrial location and national resources, 1942. (Washington: Supt. Docs. 1943. Pp. 360. 


$1.50 
50.) 


National Housing act: hearing [Senate Banking and Currency Committee], 78th Cong., 
Ist sess., on H. R. 3291, to amend the National Housing act, as amended. Sept. 1943. 
Washington: Supt. Docs. 1943. Pp. 15. 5c.) 


Puget Sound region; war and post-war development, May 1943. (Washington: Supt. 
Docs. 1943. Pp. 160. 40c.) 

Regional planning: Pt. 11. The Southeast [report of Southeastern Regional Planning 
Commission to National Resources Planning Board on program of regional development 


for the Southeast], 1942. Pt. 12. Arkansas Valley. (Washington: Supt. Docs. 1943. 
Pp. 250; 109. 55¢; 50c.) 


Labor and Industrial Relations 


CoteMAN, McA. Men and coal. Foreword by JoHN CHAMBERLAIN. (New York: Farrar 
nd Rinehart. 1943. Pp. 369. $3.) 


Dur J. T. Wage determination under trade unions. (New York: Macmillan. 1944. 
Pp. ix, 231. $3.50.) 
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FOENANDER, O. vE R. Wartime labour developments in Australia, with suggestions for 
reform in the post-war regulation of industrial relations. (Melbourne: Melbourne Uniy, 
Press. 1943. Pp. xxix, 177. 17s. 6d.) 


Gray, R. D. Systematic wage administration in the southern California aircraft industry, 
Indus. rel. monog. no. 7. (New York: Indus. Rel. Counselors. 1943. Pp. viii, 90. $1.25.) 


Hupson, R. Communists and the trade unions. (New York: Workers Liberal Pub. 1943. 
Pp. 23. 3c.) 


Kennepy, E. V. Absenteeism in commercial shipyards. Bur. of Lab. Stat. bull. no. 734, 
(Washington: Supt. Docs. 1943. Pp. 16. Sc.) 


Parmer, G. L. and Camsria, S. T. The manpower outlook in Philadelphia in 1943. 
Research rept. no. 7. (Philadelphia: Indus. Research Dept., Univ. of Pennsylvania. 
1943. Pp. 22. 50c.) 

Rreve, E. and SuHisHxin, B. What labor wants after the war. Postwar goals and recon- 
struction, ser. 2, no. 3. (New York: Inst. on Postwar Reconstruction, New York Univ. 
Pp. 26. 30c.) 


SCHLOTTERBECK, K. T. Postwar re-employment—the magnitude of the problem. Pamph. 
no. 54. (Washington: Brookings Inst. 1943. Pp. 27. 25c.) 


Surin, K. and T’ren, J. Labor and labor relations in the new industries of southwest 
China. (New York: Inst. of Pacific Relations. 1943. Pp. 45. 50c.) 


Stewart, B. M. and Couper, W. J. Maintenance of union membership—a study of official 
cases and company experience. Indus. rel. monog. no. 8. (New York: Indus. Rel. 
Counselors. 1943. Pp. viii, 83. $1.25.) 


Stewart, M. S. When I get out will I find a job? Pamph. no. 86. (New York: Pub. 
Affairs Committee. 1943. Pp. 31. 10c.) 


The American story of industrial and labor relations. Prepared by the Joint Legislative 
Committee on Industrial and Labor Conditions. (Albany: Williams Press. 1943. Pp. xx, 
315. $1.50; school ed., $1.) 


Laws (compilation) relating to mediation, conciliation, and arbitration, between em- 
ployers and employees, laws disputes between carriers and employers and subordinate 
officials, under Labor Board, eight-hour laws, employers’ liability laws, labor and child 
labor laws, (Washington: Supt. Docs. 1943. Pp. 534. 65c.) 


Labor shortages: hearings [Senate Military Affairs Committee], 78th Cong., Ist sess., on 
S. Res. 88 and 113, providing for investigation of labor shortages in the Pacific Coast 
and Rocky Mountain States, Sept. 1943. (Washington: Supt. Docs. 1943. Pp. 132. 20c.) 

Legislative series, Oct.-Dec., 1943. (Montreal: Internat. Labour Office. 1943. Various pp. 
$5 yearly.) 

Man-power mobilisation for peace. (Montreal: Internat. Labour Office. 1943. Pp. 78. 25c.) 


Maximum utilization of employed manpower; a check-list of company practice. (Prince- 
ton: Indus. Rel. Sec., Princeton Univ. 1943. Pp. 46. $1.) 


National Labor Relations Board: decisions and orders. Vol. 46. Dec. 16, 1942-Jan. 23, 1943. 
Vol. 48. Mar. 11-Apr. 21, 1943. Vol. 49. Apr. 22-May 31, 1943. (Washingon: Supt. 
Docs. 1943. Pp. 1419; 1486; 1439. $2 each.) 


: rules and regulations, ser. 3, and National Labor Relations act (49 Stat. 449), 
effective Nov. 26, 1943. (Washington: Supt. Docs. 1943. Pp. 43. 10c.) 


: statutes and Congressional reports pertaining to National Labor Relations Boaré. 
(Washington: Supt. Docs. 1943. Pp. 106. 20c.) 
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National Mediation Board: report to the President by the Emergency Board, appointed 
May 31, 1943, pursuant to the Railway Labor act and Executive orders 9172 and 9299, 
to investigate unadjusted disputes between certain carriers and certain of their employees 
represented by the five transportation brotherhoods, concerning requests for increases 
in rates of pay, Sept. 25, 1943. (Washington: Supt. Docs. 1943. Pp. 98. 15c.) 


Resume of the proceedings of the Tenth National Conference on Labor Legislation, 


Kansas City, Mo., Dec. 8-9, 1943. Bull. no. 65, Div. of Lab. Stand. (Washington: 
U. S. Dept. of Labor. [1944.] Pp. 22, mimeo.) 


Wage payment and wage collection laws. Bull. no. 58, Viv. of Lab. Stand. (Washington: 
Supt. Docs. 1943. Pp. 18. 10c.) 


Wartime labor conditions in India. Bur. Lab. Stat. bull. 755. (Washington: Supt. Docs. 
Pp. 28. 10c.) 


Wartime work of the Department of Labour [Canada]. (Ottawa: Cloutier. 1943. Pp. 31. 
Issued as a supplement to The Labour Gazette, Nov., 1943. 


Social Insurance; Relief; Pensions; Public Welfare 


Arnot, S. Effectiveness of unemployment benefits in maintaining purchasing power. 
Research monog. no. 34. (Columbus: Bur. of Bus. Research, Ohio State Univ. 1943. 
Pp. xv, 71.) 

Bang, S. L. and Lutz, R. H., editors. Organization of American relief in Europe, 1918-1919. 
Hoover lib. on war, revolution and peace pub. no. 20. (Stanford University, California: 
Stanford Univ. Press. 1943. Pp. 766. $6.) 


Davison, R. C. Insurance for all anc everything; a plain account and a discussion of the 
Beveridge Plan. (New York: Longmans Green. 1943. Pp. 48. 40c.) 


Dean, V. M. UNRRA—a step toward reconstruction. For. pol. repts., vol. 19, no. 20. 
(New York: Foreign Policy Assoc. 1944. Pp. 11. 25c.) 


Foster, H. W. and Bacon, E. C. Wealth for welfare. (New York: Macmillan. 1943. 
Pp. 174. $4.25.) 


Futter, G. H., compiler. Foreign relief and rehabilitation; a selected list of references. 
(Washington: Library of Congress, 1943. Pp. 32.) 


GarDNER, E. B. and Weser, C. J. Pension, bonus and profit-sharing plans. (New York: 
Chase Nat. Bank. 1943. Pp. 92.) 


Lanter, H. W., editor. The third freedom: freedom from want. (New York: League for 
Indus. Democracy. 1943. Pp. 96. 50c.) 


Parlier, R. L. Unemployment compensation experience of beneficiaries in Columbus, Ohio: 
1939-1940. Employment stud. Research monog. no. 33. (Columbus: Bur. of Bus. 
Research, Ohio State Univ. 1943. Pp. xiii, 82. $1.50.) 


Pett, O. The right to security; a survey of new plans. (New York: Am. Labor Educ. 
Service. 1943, 10c.) 

SKILTON, R. H., editor. Our servicemen and economics security. Annals, vol. 227. (Phila- 
delphia: Am. Acad. of Pol. Sci. 1943. Pp. 220. $2.50; paper, $2.) 

Witson, R. Relief and reconstruction; notes on principles involved in Quaker relief service. 
Pamph. no. 22. (Wallingford, Pa.: Pendle Hill. 1943. Pp. 62. 25c.) 

Employment security in Ohio, 1942. (Columbus: Bur. of Unemployment Compensation. 
1943. Pp, 84.) 


" health of children in occupied Europe. (Montreal: Internat. Labour Office. 1943. 
p. 37. 25c.) 
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Old-age insurance: hearings [Senate Finance Committee], 78th Cong., 1st sess., on freezing 
the contribution rates of the federal old-age and survivors insurance. Rev., Oct. 1943, 
(Washington: Supt. Docs. 1943. Pp. 55. 10c.) 


Principal features of workmen’s compensation laws, as of Sept. 1943. Div. of Lab. Stand. 
bull. 62. (Washington: Supt. Docs. 1943. Pp. 20. 10c.) 


Social Security Board: hearings [House Expenditures in Executive Departments Com- 
mittee], 78th Cong., Ist sess., on Social Security Board report by Arthur J, Altmeyer, 
Chairman, Dec. 1, 1943. (Washington: Supt. Docs. 1943. Pp. 35. 10c.) 


Social security yearbook for the calendar year 1942. (Washington: Supt. Docs. 1943. 
Pp. 216. 50c.) 


Unemployment insurance: hearings [House Merchant Marine and Fisheries Committee], 
78th Cong., 1st sess., on Committee Prints Nos. 1 and 3, to establish a system of 
unemployment insurance in the maritime industry. June 1943. (Washington: Supt. Docs. 
1943. Pp. 391. 40c.) 


Consumption; Income Distribution; Codperation 


Bocarpus, E. S. Dictionary of codperation (including supplementary materials). (Los 
Angeles: Author, 3551 University Ave. 1943. Pp. 60. 75c.) 


HABert, L. A., and others. The task of the codperatives in post-war relief and recon- 
struction, (Washington: Dist. of Columbia Coéperative League. 1943. Pp. 16. 15c.) 


Knapp, J. G. Handbook on major regional farm supply purchasing codperatives, 1941 
and 1942. Misc. rept. no. 67. (Washington: Farm Credit Admin., Dept. of Agric. 1943. 
Pp. 61, mimeo.) 

Marrack, J. R. Food and planning. (London: Gollancz. 1943. Pp. 285.) 

Activities of consumers’ codperatives in 1942. Bur. of Lab. Stat. bull. 757. (Washington: 
Supt. Docs. 1943. Pp. 10. 5c.) 

Coéperative organisations and post-war relief. Stud. and repts. ser. H, no. 4. (Montreal: 
Internat. Labour Office. 1943. Pp. 173. $1.) 


Directory of consumers’ codperatives in the United States as of Jan. 1, 1943. Bur. of Lab 
Stat. bull. 750. (Washington: Supt. Docs. 1943. Pp. 93. 15c.) 


Population; Migration; Vital Statistics 


Lanois, P. H. Population problems—a cultural interpretation. (New York: Am. Book 
1943. Pp. xii, 500. $3.75.) 


Lorimer, F., and others. Population: problems and trends of our changing population 
Prob. in Am. life, no. 13. (Washington: Nat. Counc. for the Soc. Stud. 1943. Pp. 64. 30c.) 


1 


Petty, J. J. The growth and distribution of population in South Carolina. Bull. no. 11, 
prepared for South Carolina State Planning Board. (Columbia: State Counc. for De- 
fense, Indus. Development Committee. 1943. Pp. 233.) 


Estimates of future population of the United States, 1940-2000. Nat. Resources Planning 
Bd. (Washington: Supt. Docs. 1943. Pp. 137. 35c.) 


Measures relating to vital records and vital statistics, message from President of United 
States, transmitting report of the Bureau of the Budget. 78th Cong., 1st sess., H. doc 
242. (Washington: Supt. Docs. 1943. Pp. 264. 35c.) 


Vital statistics rates in the United States, 1900-1940. (Washington: Bur. of the Census 
1943. Pp. 1051. $1.75.) 


Vital statistics of the United States, 1940: Pt. 3. Supplement, natality and mortality data 
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for counties and cities, tabulated by place of residence, 2-year totals, 1939-1940. (Wash- 


Unclassified Items 


Durrus, R. L. The innocents at Cedro: a memoir of Thorsten Veblen and some others. 
New York: Macmillan. Pp. 169. $2. 


Hucues, E. J. The church and the liberal society. (Princeton: Princeton Univ. Press. 
1 Pp. xv, 307. $3.) 
Kuuns, W. R., editor. The return of opportunity. (New York: Harper. 1944. Pp. xxvii, 
$3.) 
One hundred and fifty short pieces on the outlook for work and careers by business 
en, college presidents, editors and others. 


Lorp, C. L. and Lorp, E. H. Historical atlas of the United States. (New York: Holt. 1944. 
Pp. xviii, 253. $1.75.) 

McConneLt, T. R. and Wittey, M. M. Higher education and the war. Annals, Vol. 231. 
Philadelphia: Am. Acad. Pol. Soc. Sci. 1944. Pp. vii, 207. $2. 


Myrpat, G., and others. Am American dilemma: the Negro problem and modern de- 
mocraty. 2 vols. (New York: Harper. 1944. Pp. 1550. $7.50 set.) 

Weocwoop. J. Testament to democracy. (New York: Am. Chap., Emergency Counc. of 
Great Britain. 1943. Pp. xix, 357. $3.75.) 


Korea for the Koreans; some facts worth knowing and a reading list. (New York: Inst. 
Pacific Relations. 1943. Pp. 30. 15c.) 
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PERIODICALS 


Economic Theory; General Works 


Bowen, H. R. The interpretation of voting in the allocation of economic resources. 


Quart. Jour. Econ., Nov., 1943. Pp. 27. 

FRANKEL, S. H. World economic welfare. So. African Jour. Econ., Sept., 1943. Pp. 20. 

GrossMAN, H. The evolutionist revolt against classical economics. Il. In England—James 
Steuart, Richard Jones, Karl Marx. Jour. Pol. Econ., Dec., 1943. Pp. 17. 

Hose.itz, B. F. Socialist planning and international economic relations. Am. Econ. Revy., 
Dec., 1943. Pp. 13. 

Knapp, J. The theory of international capital movements and its verifications. Rev. Econ. 
Stud., Summer, 1943. Pp. 7. 

Lutz, F. A. Professor Hayek’s theory of interest. Economica, Nov., 1943. Pp. 9. 

Nicuotts, W. H. Social biases and recent theories of competition. Quart. Jour. Econ, 
Nov., 1943. Pp. 26. 

O’Brien, G. J. S. Mill and J. E. Cairnes. Economica, Nov., 1943. Pp. 13. 

O'Leary, J. J. Malthus’s general theory of employment and the post-Napoleonic depres- 
sions. Jour. Econ. Hist., Nov., 1943. Pp. 16. 

Picou, A. C. The classical stationary state. Econ. Jour., Dec., 1943. Pp. 9. 

Swanson, E. W. Some aspects of value and capital in a war economy. Am. Econ. Rev,, 
Dec., 1943. Pp. 16. 

Witson, E. B. Pareto on Marshall’s demand and curve. Quart. Jour. Econ., Nov., 1943. 
Pp. 5. 

Economic History 

Boom, S. F. Man of his century: a reconsideration of the historical significance of Karl 
Marx. Jour. Pol. Econ., Dec., 1943. Pp. 13. 

DunuaM, A. L. Industrial life and labor in France 1815-1848. Jour. Econ. Hist., Nov., 
1943. Pp. 35. 

Hamitton, E. J. Monetary disorder and economic decadence in Spain, 1651-1700. Jour. 
Pol. Econ., Dec., 1943. Pp. 17. 


Lopez, R. S. European merchants in the medieval Indies: the evidence of commercial 
documents. Jour. Econ. Hist., Nov., 1943. Pp. 21. 


RayBack, J. G. The American workingman and the antislavery crusade. Jour. Econ. Hist., 
Nov., 1943. Pp. 12. 
National Economies 


Broek, J. O. M. The future of southeast Asia. Far East. Survey, Dec. 22, 1943. Pp. 5. 
Ervaupi, M. The economic reconstruction of Italy. Foreign Affairs, Jan., 1944. Pp. 11. 


LANCASTER, C. M. and Mancuester, P. T. Chile on the warpath. New Mexico Quart. 
Rev., Autumn, 1943. Pp. 13. 


Sincer, H. W. The German war economy, X. Econ. Jour., Dec., 1943. Pp. 11. 
WERLIN, J. S. Mexico’s unity. Yale Rev., Dec., 1943. Pp. 14. 
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The Bureau of Business Research of the University of Washington announces the 
initiation of a new project, a study of economic and financial relations with Russia, 
to be made by Dr. Robert Mossé, who comes to the University from the University of 
Grenoble through the codperation of the Rockefeller Foundation. The chairman of the 
advisory committee for the project is Professor Nathanael H. Engle. 

Paul Barnett, professor of statistics and associate director of the Bureau of Research at 
the School of Business Administration of the University of Tennessee, died on January 9, 
1944. 


Appointments and Resignations 


Lloyd C. Alkema, instructor in business administration at the Emory University Busi- 
ness School, has resigned and will enter business in Ogden, Utah. 

Claude D. Baldwin, after completing the training course at the Navy Supply Corps 
School at Harvard Business School and having been commissioned an Ensign in the Naval 
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Reserve Supply Corps, is disbursing officer at a naval depot. 

H. J. Bitterraann, associate professor of economics at the Ohio State University, has 
been granted a leave of absence for the current academic year to serve as a senior 
economist at the Treasury Department, Washington. 

C. L. Blomberg has been appointed instructor in accounting at Louisiana State University. 
Henry T. Buechel has resigned as director of disputes for the Twelfth Regional War 
Labor Board and is teaching economics at the University of Washington. 

Hartley W. Cross, professor of economics at Springfield College, has been appointed 
visiting professor of economics at Connecticut College, where he will teach economic 
theory, corporation finance, and money and banking. 

Roland B. Eutsler, professor of economics and insurance in the College of Business 
Administration of the University of Florida, has been appointed consultant to the State 
Planning Board in carrying out studies of the organization and administration of state 
government of Florida. 

Paul J. FitzPatrick, who is acting dean of the Graduate School of Social Science, has 
been appointed head of the department of economics at Catholic University. 

Edward Garrison has returned to his position in the department of marketing at the 
University of Tennessee following a year’s leave of absence. 

Eldon Griffin has been appointed special research professor in economics and business 
at the University of Washington. 

Right Rev. Monsignor Francis J. Haas has resigned as chairman of the Fair Employ- 
ment Practice Committee to become Bishop of Grand Rapids, Michigan. 

Paul Haensel, professor emeritus at Northwestern University, has accepted an appoint- 
ment as professor of economics at Mary Washington College. 

R. B. Henderson has been appointed an instructor in business administration at 
Louisiana State University. 

J. Richard Huber, on leave of absence from the University of Washington, has given 
up his research work in Washington, to take a post as special assistant to the American 
Minister in Stockholm. 

Duncan C. Hyde, of the University of Virginia, has been elected president of the 
Southern Economic Association. 

B. M. Joffe has been named director of Budget and Planning, National War Labor 
Board, Washington. 

Donald D. Kennedy, on leave from the University of Newark, has become assistant 
general manager of the Farrell-Cheek Steel Co., Sandusky. 

_Marshall D. Ketchum, associate professor in the College of Commerce, University of 
Kentucky, will be professional lecturer in finance at the University of Chicago during 
the summer session. 

Paul A. Kohler, instructor in accounting at Louisiana State University, has resigned 
and been commissioned a Lieutenant (j.g.) in the Navy. 

C. E. Landon, assistant professor of economics at Duke University, is on leave of 
absence while working with the Board of Investigation and Research in Washington. 
Philipp Lohman, on leave of absence as associate professor of economics at Miami 
University, is a contributing editor of Time and is doing some part-time teaching in eco- 
nomics at the School of Commerce, Accounts, and Finance of New York University. 
Arthur N. Lorig of the University of Washington spent the winter quarter working on 
an accounting manual for small cities of the State of Washington. 

Fritz Karl Mann, professor of economics at the American University, has been appointed 
stall member of the Army Industrial College, War Department. 

: J. Marschak has been made professor of economics and research director of the Cowles 
Commission at the University of Chicago. 

Walter J. Matherly, Dean of the College of Business Administration of the University 
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of Florida, has been elected chairman of the Board of Directors of the Jacksonville 
branch of the Federal Reserve Bank of Atlanta for the year 1944. 

Mrs. Emma McCraray has been appointed an instructor in secretarial science at Louisi- 
ana State University. 

O. J. McDiarmid, formerly of the College of William and Mary and now a Captain in 
the Army, has joined the faculty of the newly reinstituted Army Industrial College. 

Miss Mary McKinnon has resigned as instructor in secretarial science at Louisiana State 
University to accept a position at Southwestern Louisiana Institute. 

Raymond F. Mikesell, on leave of absence from the University of Washington, js 
representing the Treasury Department in the Middle East. 

Robert Mossé has been granted a leave of absence from his position at the University 
of Washington to teach in the Military Government School at the University of Illinois, 

Philip Neff has accepted a position with the John Randolph and Dora Haynes Founda- 
tion in Los Angeles. 

James Partner has been appointed part-time associate in economics and business at 
the University of Washington, where he will teach marketing. 

Jacob Perlman of the Social Security Board is offering a course in labor market analysis 
in the Graduate School of Social Science of Catholic University of America. 

J. Freeman Pyle, dean of the College of Business and Public Administration, University 
of Maryland, has also been appointed acting dean of the College of Arts and Sciences, 
In addition, Dr. Pyle was recently appointed by Governor O’Conor of Maryland as a 
consultant to the Maryland Commission on Postwar Reconstruction and Development. 

C. F. Remer, professor of economics at the University of Michigan, and until recently 
chief of the Far Eastern Section of the Office of Strategic Services, has transferred to the 
Department of State for work in the Far Eastern field. 

Ronald B. Shuman, professor of business management at the University of Oklahoma, 
is a Lieutenant Colonel, General Staff Corps, assigned to duty in the Office of the Chief 
of Staff, War Department, Washington. 

Robert A. Sutermeister of the College of Economics and Business of the University 
of Washington has been inducted into the Navy as a Lieutenant (j.g.) and assigned to 
work with personnel. 

Herman P. Thomas of the University of Richmond has recently been promoted to the 
rank of professor of economics. 

Frank W. Tuttle, assistant professor of economics at the University of Florida, has been 
granted a leave of absence to accept a position as assistant economist in the Atlanta office 
of the National War Labor Board. 

John V. Van Sickle, chairman of the department of economics at Vanderbilt University, 
spent a month at Port-au-Prince as visiting professor in connection with the summer 
school held under the auspices of the Department of Public Instruction of the Republic 
of Haiti. 

Mable L. Walker, executive director of the Tax Institute, will give a course on current 
problems in government financing in the Barnard College section of the Columbia Uni- 
versity summer session. 

Pinkney C. Walker has been given a leave of absence from the University of Missouri 
while serving as an Ensign in the Navy. 

Paul Wallin of the division of sociology, department of economics, Stanford University, 
is on leave for the duration of the war and is a Private, U. S. Army, ASN, Psychological 
Research Unit 3, SAAAB, at Santa Ana. 

W. Allen Wallis of the department of economics, Stanford University, is on leave for 
the duration of the war and is serving as director of the Research, Statistical Research 
Group, Division of War Research, located at Columbia University. 

Albert E. Waugh, head of the department of economics at the University of Connecti- 
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cut, is on leave of absence while serving as visiting professor of economics at California 
Institute of Technology. 

Walter A. Weisskopf, formerly assistant professor of economics at the University of 
Omaha, is now associate professor of economics at the Central YMCA College in Chicago. 

Paul F. Wendt, former technician to the Maryville [Tennessee] Planning Commission, 
who has served in the office of the rubber director for the past year, recently reported 
to the United States Naval Air Station at Quonset Point, for indoctrination training as a 
Lieutenant (j.g.) in the Naval Reserve. 

W. O. Weyforth has been granted leave of absence from Johns Hopkins University 
and is now serving as chief of the Division of Reports and Analysis of the Maryland 
office of the War Manpower Commission. 

Bayard O. Wheeler, formerly at the College of Economics and Business, University of 
Washington, is now analyst economist for the Committee for Congested Production Areas 
in Seattle. 

Edmund Whittaker has been appointed associate professor of economics at Brown 
University. 

Walter W. Wilcox, who was on leave as professur of economics at Iowa State College 
for service with the War Food Administration, has been appointed professor of agri- 
cultural economics at the University of Wisconsin. 


Conway S. Williams is now engaged as a statistician at Bell Aircraft Corporation, 


Edwin E. Witte of the department of economics at the University of Wisconsin, who 
has been on leave serving as regional director of the War Labor Board in the Detroit 
region, has been appointed a public member of the National War Labor Board in 
Washington. 

Laurence Neal Woodworth has been appointed to the Tax Foundation—New York 
University Fellowship in public finance in the department of economics, School of Com- 
merce, Accounts, and Finance of New York University for the year 1943-44. 

Dean A. Worcester has been appointed assistant professor of economics at Louisiana 
State University. i 

Paul A. Wueller, professor of economics at Pennsylvania State College, has been granted 
a leave of absence to serve as a special consultant to the Board of Investigation and 
Research, Washington. 

W. Maurice Young has been appointed an instructor in business administration at 
Louisiana State University. 

George H. Zeiss, an instructor in business administration at the Louisiana State Uni- 
versity, has been inducted into the Army. 

Arnold Zemple, a Captain in the Army, is with the military government in Sicily, en- 
gaged in handling labor relations 
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LONDON SCHOOL OF ECONOMICS AND 
POLITICAL SCIENCE 


University of London 


The following reprints of scarce tracts in economics and political science, published by the 
London School of Economics and Political Science, are available to members of the Ameri- 
can Economic Association at the reduced prices quoted. Orders must be sent to the Secretary 
of the American Economic Association, ) en my Illinois, and must be accompanied by a 
draft in English exchange in favor of the London School of Economics and Political Science. 


A discount of 10% is allowed on orders for the whole series. 


1. Pure Theory of Foreign Trade and Pure Theory of Domestic 

Values. By Alfred Marshall. (1878) 1930, re-issued 1935; 28, 37 pp. 
s. 6d. 

2. A Lecture on Human Happiness. By John Gray. (1825) 1931; 
72, 16 pp. 3s. 6d. 

3. Three Lectures on the Transmission of the Precious Metals from 
country to country, and the Mercantile Theory of Wealth. By Nassau 
W. Senior (1828) 1931; 96 pp. 3s. 6d. 

4. Three Lectures on the Value of Money. By Nassau W. Senior. (1840) 
1931; 84 pp. 3s. 6d. Reprint exhausted. 

5. Three Lectures on the Cost of Obtaining Money and on Some Effects 
of Private and Government Paper Money. By Nassau W. Senior. (1830) 
1931; 103 pp. 3s. 6d. Reprint exhausted. 

6. Labour’s Wrongs and Labour’s Remedy; or, The Age of Might and 
the Age of Right. By J. F. Bray. (1839) 1931; 218 pp. 5s. 

7. A Critical Dissertation on the Nature, Measures, and Causes of 
Value; chiefly in reference to the writings of Mr. Ricardo and his follow- 
ers. By Samuel Bailey. (1825) 1931; xxviii, 258 pp. 5s. 

8. Lectures on Political Economy. By Mountifort Longfield. (1834) 
1931; 12, 268 pp. 5s. 

9. The Graphic Representation of the Laws of Supply and Demand, 
and other Essays on Political Economy. By Fleeming Jenkin. (1868- 
1884) 1931; 6, 154 pp. 4s. 

10. Mathematical Psychics. An Essay on the Application of Mathematics 
to the Moral Sciences. By F. Y. Edgeworth. (1881) 1932; 150 pp. Reprint 
exhausted. 

11. Grundziige der Theorie des wirtschaftlichen Giiterwerts. By E. 
v. Bohm-Bawerk. (1886) 1932; 150 pp. 3s. 6d. Reprint exhausted . 

12. Co-ordination of the Laws of Distribution. By Philip H. Wicksteed. 
(1894) 1932; 60 pp. 3s. 6d. Reprint exhausted. 

13. Wages and Capital. By F. W. Taussig. (1896) with a new introduc- 
tion by the author, 1932, re-issued 1935; ix, xviii, 352 pp. 7s. 6d.* 

i Tours in England and Wales. By A. Young. (1784-1798) 1932; 336 
pp. 5s. 

15. Uber Wert, Kapital und Rente. By Knut Wicksell. (1893) 1933; 143 
pp. 4s. Reprint exhausted. 

16. Risk, Uncertainty, and Profit. By Frank H. Knight, Ph.D, (1921) 
with a new introduction by the author, 1933, re-issued 1935; 1937; 1939; 
1940; xliv, 381 pp. 6s. 3d. 

17. Grundsatze der Volkswirtschaftslehre. By Carl Menger. (1871) with 
a new introduction by F. A. von Hayek, 1934; xxxii, xi, 286 pp. (Collected 
Works, Vol, I) 7s. 6d. 

18. Untersuchungen ii d. Methode der Socialwissenschaften, u. der 
Politischen Oekonomie insbesondere. By Carl Menger. (1883) 1933; xxxii, 
292 pp. (Collected Works, Vol. II) 7s. 6d. 

19. Kleinere Schriften sur Methode und Geschichte der Volkswirt- 
schaftslehre. By Carl Menger. 1935; vi, 292 pp. (Collected Works, Vol. 
III) 7s. 6d. 

20. Schriften iiber Geldtheorie und Wahrungspolitik. By Carl Menger. 
1936; 332 pp. (Collected Works of Carl Menger, Vol. IV) 7s. 6d. 


* These numbers may be secured in an alternative full binding at the extra cost of 1s. 
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